THE 


INDIAN RURAL 
PROBLEM 

Third Edition 


Tyy 

MANILAL B. NANAVATI 
and 

J. J. ANJARIA 


UNlVEKSiTY L!BRAilY 

ALLAHABAD 


THE INDIAN SOCIETY OF AGRICULTURAL ECONOMICS 

BOMBAY 

m 

VORA & CO. PUBUSHERS LTD. 

3, ROUND BUILDING, KALBADEVI ROAD. BOMBAY 2. 



Third Edition, November, 1947, 


Price Rupees Twelve only 


by A. P. Sata at States" People Press, Meadows Street, Bombay, 
PubJl^^ by M. JL. Dantwala, Hon. Secretary, Indian Society of A^ricul- 
:tural Economics, 46-48 Esplanade Road, Bombay. 



FOREWORD 


First published in 1944, the Indian Rural Problem by Sir"* 
Manilal B. Nanavati and Shri J. J. Anjaria has run into five 
editions. Though the fifth edition published in 1960 was larg^lyi-^ 
rewritten’, due to rapid developments, the need was felt to revise 
many sections and bring them up-to-date. As one of the authors, 
Shri Anjaria is out of India, we felt that it would be unfair to 
put the burden of revising the book on Sir Manilal Nanwati. It 
was therefore suggested that the responsibility of revising the 
book should be taken up by a group of younger scholars. This 
suggestion evoked spontaneous acceptance particularly because it 
was felt that, in a way, it would be a token of our regard and 
gratitude to Sir Manilal whose services to the Society and to our 
profession are indeed very great. It was suggested that the revi- 
sion should be the minimum necessary and should not as far as 
possible affect the tenor of the arguments. 

This revised sixth edition is divided into five parts, each part 
dealing with different aspects of the Indian rural economy. The 
first part gives the basic facts of Indian agriculture. The second 
part deals with the evolution of Indian agricultural policy and of 
the systems of land tenure and the growth of diverse interests in 
land, and it is followed by a review of the progress of land 
reforms in India. It also studies the pattern of distribution of 
holdings and of ownership and tenancy and discusses the measures 
for containing the evils of sub-division and fragmentation. Another 
chapter briefly discusses the basic philosophy and principles of 
community development in India, gives an account of the main 
features of the programme patterns, the achievement and results 
of the community development programme as well as the progress 
of Fanchayati Raj, Part III deals with the institutional aspects 
of prices, finance and co-operative credit and agricultural market- 
ing and processing. Part IV contains five chapters, each devoted 
to land revenue and agricultural taxation, foreign trade in agri- 
cultural commodities, agricultural labour and rural unemploy- 
ment, rural engineering and social services. The last part brings 
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together the essential points of a connected approach to the Indian 
,mral problem and relates it to the concept of developmental 
, planning envisaged in our Five-Year Plans. It also sets forth 
^briefly the objectives and techniques of these Plans, to evaluate 
their achievements in relation especially to agriculture and to 
indicate the tasks that lie ahead. 

^ The responsibility of revising the book was taken up by a 
group of scholars under the direction and overall guidance of 
Professor M. L. Dantwala, Shri V. M. Jakhade, Shri G. B, 
Kulkami and Dr. C. H. Shah. The following scholars have colla- 
borated in revising the chapters of the book : Dr. A. C. Shah 
(Chapters I and IX), Dr. N. A. Mujumdar (Chapters II and 
XVII), Dr. Pravin M. Visaria (Chapter II). Shri B. B. Pawar 
(Chapter III), Shri T. R. Sundaram (Chapters IV, V, VIL XV and 
XVI), Dr. V. M. Rao (Chapter V), Shri Bashir A. Desai (Chapters 
V and XV), Dr. T. K. Meti (Chapter VI), Dr. H. B. Shivamaggi 
(Chapter VIII), Shri R. S. Srivastava (Chapter X), Dr. (Mrs.) 
Tara Shukla (Chapter XI), Dr. J. N. Barmeda (Chapter XII), 
Shri V. M. Jakhade (Chapters XIII and XIV), Dtr. S, S. Madalgi 
(Chapter XIV), Dr. K. Subramaniam (Chapter XV), Dr. K. S. 
Karanth, and Dr. F. P. Antia (Chapter XVIII), Dr. S. M. Shah 
(Chapter XIX), and Dr. P. R. Baichwal. To all of them, we ex- 
press our deep gratitude. 

The task of editing the chapters prepared by different scho- 
lars was indeed an arduous one. We are grateful to Professor 
M. L. Dantwala for sparing his valuable time and effort for this 
somewhat laboiious but very responsible job. 

We also thank Messrs Sirur Printing Press, Bombay-4, for 
printing the book with commendable dispatch. 

Bombay, D. G. KARVE 

May, 1965. President 



PREFACE TO THE SIXTH EDITION 


We feel very grateful to Professor D. G. Karve, the PresiSelit 
of the Indian Society of Agricultural Economics, for constituting 
a sort of panel of four scholars. Professor M. L. Dantwala, Shri 
V. M. Jakhade, Shri G. B. Kulkarni and Dr. C. H. Shah under 
whose direction and guidance our Indian Rural Problem has been 
revised to form the sixth edition. Twenty-one chapters of the 
Volume have been revised by twenty scholars. 

We are happy to find that the work of revising the old 
manuscripts and bringing them up-to-date in every respect — in 
statistics and in recent developments — has been carried out very 
satisfactorily. We offer to all of these scholars our most sincere 
congratulations. 

In this process' of revision, the old complaint that in the 
earlier editions there was some repetition in the first and the 
second part has now been avoided without making changes 
in the original set up. 

From the beginning of this Society we had established a ver^ 
close contact with the School of Economics & Sociology of the 
Bombay University and specially with its section of Agricultural 
Economics in the establishment of which the* Society was instru- 
mental. The results of this happy association are apparent in 
this Volume and we do hope and trust that this association will 
be still more strengthened in the future to our mutual benefit. 


Bombay, 
May, 1965. 


M. B. N. 
J.J. A. 




PREFACE TO THE FIFTH EDITION 

This book was first published in 1944 at a time when poli- 
tical and economic conditions in the country were very differenJ 
from what they are today. The purpose of the book, at the time 
of its first publication, was to present a broad picture of the social 
and economic structure of rural India with the help of such 
information as was available then. Our analysis led us to the 
conclusion that the multiplicity of rural social and econoiii??' 
problems was only apparent and that basically the Indian rural 
problem was one — viz., that of raising the standard of life of 
the rural masses. The need at the time was to get a broad, co- 
ordinated approach accepted, and our main thesis was that the 
State had to accept positive responsibility for initiating rural deve- 
lopment, on the one hand through its own legislative and adminis- 
trative action and, on the other, through the promotion of local 
self-governing institutions. 

Momentous changes have taken place in the political and 
economic life of the country over the last two decades. With 
the advent of political Independence, the national Government 
has adopted a policy of planned economic development of the 
country. Many of the ideas put forward in the book have become 
part of accepted policy. If we were to write the book afresh, 
we would, undoubtedly, write it differently. But, books, like 
individuals, have their own careers, once they are launched. There 
has been continuing demand for a new edition of the book. We 
have tried in this edition to revise and rewrite considerable por- 
tions of the book. We have made use of the latest data available.^ 
We hope the book in this new form will be usgful not only to 
students but also to the wider public interested in the Indian rural 
problem. * 

We wish to record our warm appreciation of the work done 
by Shri T. R. Sundaram, Junior Research Officer of the Society, 
in the preparation of this revised edition. We highly appreciate 
his extremely painstaking assistance in compilation of data and his 
careful and intelligent study in collating them. His devotion and 
industry in bringing out this edition are very commendable. 

We are most grateful to the Examiner Press for the excellent 
work they have done, despite irritating — • though unavoidable — 
delays on our part in sending them the manuscript. 

Bombay, M. B. N. 

September, 1960. J, J. A. 
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PREFACE TO THE FOURTH EDITION 

Since the publication of the third edition of this book in 
4947, momentous changes have occurred in India and the world 
over with their inevitable impact on the problem of rural economy. 

problems like persistent shortages of food and industrial raw 
materials and the continuance of inflationary pressures have as- 
sumed a special urgency. The Indian economy has been thrown 
into a serious state of imbalance as a result of the War, the Parti- 
tion and merger of former Native States in the Indian Union. The 
attainment of political freedom has given new opportunities for 
tackling these problems with vigour and confidence and it is parti- 
cularly necessary at this stage that measures adopted to meet the 
immediate problems have also an eye on the more long-term social 
objectives which alone can give meaning and content to political 
freedom. The approach to the Indian Rural Problem indicated 
in this book, we feel, still retains validity. The need to revitalise 
the village through the introduction of multipurpose co-operative 
societies, panchayats and schools and to improve and strengthen 
the administrative system especially at the points where it touches 
the rural population has been brought out even more clearly than 
before by the developments of the last few years. The basic pro- 
blem of Indian agriculture has been and is how to secure a sub- 
stantial increase in productivity. While an improvement in the 
techniques of cultivation and allied processes is essential for secur- 
ing this improvement, the problem cannot be solved except through 
the sort of inte^ated sociological approach which it has been the 
object of this boak»to propound. Indian agriculture as at present 
organised does not respond easily to expansionary stimuli. Neither 
the farm nor the farmer is in a position to benefit from piecemeal 
measures of assistance or encouragement. The correct approach 
to the problem lies through a “combined operation” in which 
technical aid, organisational improvements, finance and extension 
services are all nrobilised effectively so as not only Mo secure an* 
increase in production but also to provide the basis for a more 
dynamic economy and a better way of life for the rural producer. 

In view of the big political and economic changes of the last 
few years, the time has come for conipletely re-writing this book. 
It is regrgtted that this has unfortunately not been found possible. 
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An additional section at the end reviews briefly the eflfecl of th^ 
War and the Partition on land utilisation and crop pattern, surveys ^ 
the major developments in agrarian reforms, and sketches briefly 
the government plans in respect of land reclamation, river valley* 
schemes, etc. It is hoped that this addition will make good par- 
tially the obsolescence of some of the material contained in 
book. The authors are fully aware of the need for “a completely 
new and revised edition’^ and they hope to commence work on it 
in the near future. 

Bombay, 

January, 1951. 

PREFACE TO THE THIRD EDITION 

We should like to place on record here our sense of apprecia- 
tion of the cordial reception accorded to the first and second edi- 
tions of the book by the public as well as the reviewers. Four 
momentous years have elapsed since the first edition was published 
and we should have liked to take this opportunity for appraising 
recent developments. The third edition is, however, going out as a 
reprint of the two earlier editions, for the available information 
relating to post-war years is far too sketchy and the developments 
yet to come far too uncertain to warrant definitive changes in 
the text. While it is true that over the last few years a great deal 
of thinking has been done on the planning of agriculture and the 
rural economy, we have as yet no plans fully j^^orked out and 
ready to be implemented. The structural bases of agricultural and 
rural life remain the same as before the war.* 

In two important spheres, v/z., irrigation and land tenures, 
vital developments have already been initiated. Details are being 
worked out for large irrigation projects, such as the Kosi Project, 
the Damodar Valley Project, the Mahanadi Project, the Tunga- 
bhadra Project and the Narbada and Tapti Projects, which, when 
completed, are estimated to add 25 million acres to the existing 
70 million acres of India’s land under irrig^on. Besides bringing 
vast tracts of barren soil under cultivation, these projects would 
also generate power to the extent of 4 million kilowatts as against 
only half a million produced currently. In the predominantly 
Zamindari provinces. Governments have decided upojj abolish- 


M. B. N. 
J. J. A. 
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ing the Zamindari tenure, and, in some, special Committees have 
6ben appointed to work out the necessary procedure for imple- 
'menting this reform. But it will be some time before the benefits 
t)f these two important measures actually begin to accrue to the 
people. In the meanwhile, the breaking up of India’s political 
sppi^y is apt to create new problems. The post-war plans, hitherto 
envisaged, have been built on the assumption of continued political 
unity. These plans will have to be re-adapted to the changed 
circumstances. We have thought it best, therefore, not to attempt 
an enlargement or revision of the text at this stage. 

Bombay, M. B. N. 

November, 1947. J. J. A. 


PREFACE TO THE SECOND EDITION 

The publication of a Second Edition which is not revised 
and enlarged but is just a reprint of the first seems to call for an 
apology. The decision is deliberate. Since .the first edition was 
published, there have been some developments in regard to some 
of the problems discussed in this book which we had thought at 
first of commenting upon. The Government of India as well 
as some Provincial Governments have published plans for 
the development of agriculture and the promotion of rural welfare. 
These deserve a careful appraisal. The purpose of this book, 
however, has be«Q to set out the fundamentals of the Indian Rural 
Problem and to indicate the general lines of solution rather than 
to review specific legislative measures and plans. On a balance 
of considerations, therefore, we have decided to reissue the book 
in the present form in view of the persistent demand for it. We 
would like to add that the reviewers have been very generous in 
their appreciation of this volume and we have hardly received any 
critical suggestions for improvements. Some readers have, how- 
ever, suggested the need for including an index and we have, there- 
fore, given at the end a subject index, an author index and an index 
of reports cited. 


Bombay, 
May, 1945. 


M. B. N. 
J. J. A. 



PREFACE TO THE FIRST EDITION 

This is the first publication of the Indian Society of Agricul- 
tural Economics undertaken in pursuance of its new programmS 
of activities adopted by the Executive Committee in June, 1942 
and endorsed by the General Annual Meeting at Walchandnftg^ 
in December, 1943. As regards the problem dealt with in this 
study I need not say anything here as the relevant points are set 
out in the Authors’ Introduction. 

It is only necessary to point out that the views herein expressed 
are the authors’ own views, and the Society as such is not com- 
mitted to them. The Society is open to members from all walks 
of life and of all shades of opinions. It does not, therefore, as a 
body, subscribe to any particular views or opinions. 

This publication is to be followed by several others which 
have already been projected. It is hoped to bring out in the near 
future a volume dealing with the Land Problem of India — the 
problem which, as the present work seeks to show, is the most 
vital of all our rural* problems. Several scholars and experts have 
already started working on the problem in their respective regions, 
and it is our intention to bring these together in one volume so as 
to present a picture of the conditions all over the country. The 
volume will be edited by Prof. D. R. Gadgil of the Gokhale 
Institute of Economics and Political Science, Poona. ^ 

The Society has also planned a series of gen^^ral monographs 
on the rural life problems of different Provinces and States and 
we hope to publish at least one of these, which has been almost 
completed, in the near future. This as well as the other regional 
studies which will follow have all been planned along the lines 
of the monographs prepared by the various European Govern- 
ments prior to the calling of the European Rural Life Conference 
of 1939. 

(Sir) MANILAL B. NANAVAH, 
Bombay, President, 

April, 1944. Indian Society of Agricultural Economics. 
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INTRODUCTION TO THE FIRST EDITION 

It is not difficult to say what the Indian Rural Problem fe. 
At bottom it is none other than that of raising the standard of life 
of the rural masses. During the last twenty-five years, thera 
been a considerable growth of industries in India, but this has 
made hardly any impression on our standard of life, more especially 
in the rural areas. Industrialism in this country has been an exotic 
growth, super-imposed upon an unprepared and xmdeveloped 
economic structured Our industrial progress has been slow and 
lopsided; the few large-scale industries we have are concentrated 
in the cities. We have failed to develop the basic and key indus- 
tries which are the very corner-stone of the industrial edifice in the 
advanced countries of the world, and the need for developing 
small-scale and cottage industries has been realised only lately and 
slowly. As to agriculture, it remains as backward and primitive 
as ever. The productivity of agriculture has not increased; in 
certain respects, it is possible, it has actually decreased. As India 
lives in her villages, and agriculture is the very backbone of her 
economic life, we must devote all our efforts to solve the rural 
problem. The objective is to increase the income of the rural 
population so as to improve its standards of nutrition, sanitation, 
housing and education, and this presupposes certain social, politi- 
cal and administrative changes. For one who knows our rural life 
and its problems, this is no easy task. Agriculture, it has often 
been said, is not, for our farmers, a business proposition, but a 
way of life. A way of life cannot be changed by half-measures 
and piecemeal efforts. It presupposes an all-round, well-planned 
and co-ordinated effort on the part of the authorities responsible 
for the well-being of the people. 

The root cause of the low productivity of Indian agriculture 
is our failure to apply modern science to it, but before this could 
be done, extensive measures for the reform of the land system are 
necessary. The great economic transformation in European 
countries during the eighteenth and nineteenth centuries was 
brought about by the adoption of a new system of crop rotation, 
better methods of sowing and reaping, the use of chemical manu- 
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res, and, in general, the application of new scientific knowledge to 
"all the related aspects of the economy. In the process, new eco- 
nomic institutions developed and the entire way of life was altered. 
In this transformation, the State played a prominent part. Behind 
we call the Industrial Revolution, there was not merely a 
new technique, but also a new spirit, a spirit of innovation, ad- 
venture and experiment. A number of factors, political and social, 
conditioned the manner in which and the tempo with which the 
transformation took place in different countries, but in essence, 
the motive force behind it was the same — a desire to go forward, 
to raise the standard of life so as to turn the economic struggle 
from one for bare existence into one for a competence and a 
surplus. 

The peculiar circumstances under which industrialism was 
introduced into this country generated, on the other hand, a spirit 
of defeatism, and despair among the people. They could not 
comprehend these “miracles” of science. While the railway 
and the telegraph brought them face to face with world forces, 
their technique, outlook and mode of life remained generally 
unaffected. The old balance between agriculture and industry 
was destroyed; the villager found his subsidiary industries decay- 
ing; there appeared nothing in their place he could take up, no 
alternative avenues for employment. The result was more and 
rffore ruralisation, more and more dependence on agriculture, 
more and more fcessure on the soil A few cities and towns grew 
richer, but the rural areas generally sank into greater poverty, 
from which there seemed to be no escape. 

Indian economists, following in the footsteps of Gokhale and 
Ranade, were not slow to recognise this peculiar character of the 
economic transition in India. They noted the peculiar difficulties 
of the Indian problem and tried to point out the absurdity of 
following in India a policy which may be good enough or just 
fashionable for England. The policy of the Government of India 
has been on the whole but little affected by the criticisms or sug- 
gestions of our economists. Even the suggestions and recom- 
mendations of their own Committees and Commissions have not 
been fully implemented. The various Famine Commissions of 
the third Quarter of the last century pointed out the seriousness 
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of the agrarian problem, but until about the end of the last warr 
almost nothing was done either to reorganise agriculture on a * 
new scientific basis or to foster industries, large scale, so as to re- ^ 
lieve the pressure on the land and to increase the national income. 

It is true that the Government had a Famine Relief policy and 
that they developed railways and irrigation which have reduced 
the severity of famines. Such measures were, however, quite in- 
adequate to the needs of the situation. In 1919, agriculture 
became a transferred subject, but the ^limitations of Diarchy, 
especially in the field of finance, made any radical improvements 
impossible. It was in 1926 that the Royal Commission on Agri- 
culture was appointed to review the entire field comprehensively 
and indicate lines of progress. This Report is a landmark in the 
evolution of agricultural policy in India. Its recommendations 
covered almost every aspect of rural life, and it seemed as though 
the Government of India had at last decided to take a more 
active interest in our rural problem. However, several important 
topics were excluded from the scope of the Commission’s enquiry,* 
such as land reforms, irrigation cess, and inter-departmental co- 
ordination. It was expected that a separate Commission would 
be appointed later to deal with these aspects, but that was not 
done. During the two decades thereafter we have advanced ne- 
gligibly, if at all; for close on ten years, our agriculture was in 
the grips of the Great Depression. The popular Ministries of 
1937 in the Provinces took up the problem in all earnestness and*" 
with determination, but the war supervened and -^ound us quite 
unprepared and unorganised to face its manifold problems. At a 
time when a country like England with a large food deceit is able 
to feed its people fairly satisfactorily, we in this country were 
confronted with a complete debacle. The Government of India 
hesitated between control, decontrol and partial control; the 
various Provinces were unable to evolve a co-ordinated policy in 
the higher interests of the country. More recently, a more com-* 
prehensive policy has been formulated with reference to war-time 
needs. The Government of India have also appointed a Long- 
term Agricultural Policy Committee to go into problems of post- 
war reconstruction and development, but this Committee has not 
met so far. It is evident that so long as the Government of 
India do not change radically their entire outlook on and policy 
in respect of our rural problems, no satisfactory softition. is 
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-possible. If freedom from want is going to be the basis of the 
new economic order after the war, it is necessary to assure at least 
a bare minimum to India’s teeming millions. 

It has often been said that agriculture in India is on a deficit 
^ec^momy. We find on our hands an antiquated land system which 
leaves no impetus for the tiller of the soil; we have all the evils of 
a feudalistic system with none of its redeeming features. There 
are far too many people on the land; land holdings are getting 
smaller and more and more scattered; the system of agricultural 
finance through co-operative societies has failed to help the agri- 
culturist substantially;, there is no adequate road system for trans- 
port, no proper grading or standardisation of agricultural produce; 
land taxation is iniquitous, and no organisation exists to look after 
our rural problem in all its economic and social aspects. Co- 
operation has been tried, without much success; there has been 
some piecemeal tenancy legislation in respect of a few selected 
areas. The Agricultural Research Institute at Pusa, the various 
Agricultural Colleges, the Imperial Council of Agricultural 
Research, the Indian Central Cotton Committee and the Central 
Jute Committee and of late the Agricultural Credit Department 
of the Reserve Bank of India have undoubtedly been doing some 
valuable research work. Some of the Indian Universities have 
courses of instruction in rural economics and their Economics 
Departments have, even with their meagre resources, done some 
amount of re^Sarch work on rural problems. It is, however, sym- 
ptomatic of our jgeneral apathy to this vital problem of rural 
reconstruction, reform and planning, that hardly any of our Uni- 
versities has a Chair in Agricultural Economics with specialised 
staff and adequate equipment. All this contrasts very unfavoura- 
bly with the work done and being done even in these abnormal 
times in countries like the U.K. and the U.S.A. A few public 
bodies and organisations, like the Servants of India Society, the 
All-India Spinners’ Association, the All-India Village Industries 
Association, the Harijan Sevak Sangh and the Kisan Sabha have 
done some work in the field, partly of a practical nature and 
partly of the research type. But, research and new knowledge 
have not yet fertilised our agriculture or penetrated to the actual 
farms. * 
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It is not the object of these preliminary remarks to point out 
what can be done and must be done here and now, but merely , 
indicate the gravity and urgency of visualising our rural problem 
as a whole and to make out a prima facie case for an active State 
policy in this regard. There is no better agency for the necessary 
comprehensive planning than the State, and this, under our c®n"^ 
ditions, means ultimately the Government of India, for this is 
truly a matter which concerns the “peace, safety and tranquillity” 
of the country. 

We would also emphasise in this connection that a proper 
policy on the part of the State must include in it as a basic plank 
the question of land reform. Unless the system of land tenures 
and land holdings with the attendant evils of absentee landlord- 
ism, sub-infeudation and tenancies, feudal levies and exactions 
and sub-division and fragmentation of holdings is altered, it is not 
possible to increase the productivity of the land. Several Euro- 
pean countries were faced with similar problems during the 
nineteenth century, and they tried to reform their land systems by 
suitable legislative and other measures, thus making famines to 
a large extent a thing of the past. Most of these countries have 
favoured the system of peasant proprietorship and have sought 
to rehabilitate the peasant so as to make him more efScient, 
more contented and more enlightened. The land systems in 
India have had a long evolution; there are diversities and com- 
plexities as between the different parts of the country. The me- 
thods of reform will have to take all these into ^account. But 
there can hardly be any doubt that so long ^s the ownership, 
distribution and utilisation of land are not so planned as to make 
for economical cultivation, other reforms can hardly help the 
agriculturist except perhaps in a small way. 

For voicing the grievances of our industrialists and business- 
men there are Chambers of Commerce and Industry, Millowners’ 
Associations and the like, which make suitable representations 
to Government from time to time and manage to get a hearing. 
Our rural masses are truly dumb. Their sufferings may be a 
fruitful source of sporadic agrarian riots or smouldering discon- 
tent, but there is no definite organisation of peasants themselves to 

mobilise knowledge, create and educate public opinion and lay 

% 
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4own policies in the interest of an ordered growth and recons- 
.truction. A rural reform programme must therefore include the 
^promotion of peasants’ organisations and the training of leaders 
from among the villagers. 

^ ^ A word now about the object of this study which is the first 
publication under the auspices of this Society. The object of 
this study is to review the Indian Rural Problem in its general 
aspects, so as to enable us to visualise it as a whole and to 
sketch out the general lines of the policy which the State must 
follow. If it is true to say “Industrialise or Perish,” it is equally 
important also to remember that we have to modernise, rehabi- 
litate, revitalise and rebuild our rural economy in harmony with 
the needs of the economy as a whole. 

Indian public opinion now thinks in terms of a country-wide 
all-embracing planning, but we have not attempted to offer in this 
book anything like a definite Plan for Agricultural Development. 
That task requires the co-operation of experts from different fields, 
and one cannot think of a plan for Agriculture apart from a plan 
for Industries, Communications, Housing. Electrical and Engineer- 
ing Development, Education, Social Services, etc. In any case, 
we hope, we have made in the course of this study a number of 
suggestions which will be useful to any representative and authori- 
tative body which takes up the task of formulating a proper plan. 
We should only add here that perhaps the most essential part of 
any plan is thg personnel. However sound a plan may be on 
paper, it cannot reach fulfilment unless its operation is in charge 
of the right kind of personnel. For this reason, we have laid ample 
stress on administrative reform and on the need for revitalising 
village life through appropriate agencies and institutions. This 
work can begin and ought to begin right now. “Full-dress” plann- 
ing may have to wait till we have a national Government at the 
Centre but there are many problems in respect of which it is possi- 
ble for, nay incumbent on, the present Government of India to take 
the initiative. Some of the Provincial Governments have already 
started building up Post-war Reconstruction Funds, and if the 
Government of India help them with suitable grants-in-aid and 
technical advice, beginnings in the right direction can be made 
at an early date. 
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This volume is divided into three parts. Part I states con- 
cisely the facts of the situation. In this part comment is eschewed 
or reduced to the minimum. Part II reviews the activities of the 
various Government Departments and public and semi-public 
bodies, and attempts to assess the adequacy or otherwise of the 
work so far done. In Part III are set out the essentials of a pro; 5 er 
policy, embracing not merely economic but, of necessity, the 
broader sociological aspects of the rural problem. The approach 
adopted here is more practical than academic, and the suggestions 
made are bom of the varied personal experience of one of us. 
There are possibly some important topics which we have left out, 
but that perhaps is inevitable when we are dealing with a problem 
so vast and intricate. To be able to do justice to many of these 
problems, a much more intensive study is necessary than we have 
undertaken here. The present volume is thus a sort of general 
introduction to the other more specialised studies planned to be 
undertaken in course of time by this Society. 

Our thanks are due to Professor C. N. Vakil, Director of the 
University School of Economics and Sociology, University of 
Bombay for placing at our disposal all the facilities for research 
available in the institution and for also having lent us, when neces- 
sary, the assistance of his research staff. We are also grateful to 
the Reserve Bank of India for similar help. They have given us 
ready access to the books and other material available with them. 
The office staff of this Society has, of course, borne their shara^ 
of the burden of collecting the necessary data and preparing notes 
on the various topics dealt with in this volume. They have also 
done the arduous work of going through the proofs. Mr. B. S. 
Mavinkurve, who has been with us from the time this work was 
commenced, has rendered valuable assistance at all stages, and 
Mr. S. ThotapaUi has also not spared himself, though he joined 
us later, and had other work to attend to. To both these men 
our cordial thanks are due. 


Bombay, 
April, 1944. 


M. B. N. 
J. J. A. 
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Chapter I 


ENVIRONMENT AND AGRICULTURAL RESOURCES 

fm 

The Indian sub-continent is well marked off from the rest 
of Asia by mountains and the sea, which give the country an 
unmistakable geographical unity. Bounded by the Himalayas 
in the north, the country stretches southwards and at the Tropic 
of Cancer tapers off into the Indian Ocean between the Bay of 
Bengal on the east and the Arabian Sea on the west. Lying 
entirely in the northern hemisphere, the mainland extends 
between latitudes 8°4' 2S" and 37"* 17' 53" north and longitudes 
68'' 7' 33" and 97° 24' 47" east, measures about 2,000 miles from 
north to south and about 1,850 miles from east to west and 
covers an area of 12,61,411 sq. miles. Measured by the extent 
of its territory, India is the seventh largest country in the world. 
It has a land frontier 9,425 miles long and a coast line of 3,535 
miles. 

The Himalayas generally form India's northern boundary 
beyond which lies China. The Kingdom of Nepal, and Sikkim 
and Bhutan States bordering India on the north and north-east, 
cover a portion of the Himalayan region. A series of mountain 
ranges in the east separate India from Burma. In the east lies 
East Pakistan surrounded by the States of West* Bengal and 
Assam and the Union Territory of Triffura. In the north-west. 
West Pakistan and Afghanistan border on India. In the south, 
the Gulf of Mannar and the Palk Strait separate India from 
Ceylon. The Andaman and Nicobar Islands in the Bay of Bengal 
and the Laccadive, Minicoy and Amindivi Islands in the Arabian 
Sea are parts of the territory of India. 

PHYSICAL FEATURES 

The mainland comprises three well defined regions: (i) the 
great mountain zone ojf the Himalayas, (ii) the Indo-Gangetic 
Plain and (iii) the Southern Peninsula. 
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The Himalayas comprise three almost parallel ranges inter- 
spersed with large plateaus and valleys some of which, like the 
Kashmir and Knlu Valleys, are fertile, extensive and of great 
scenic beauty. Some of the highest peaks in the world are to be 
found in these ranges. The mountain wall extends over a 
aistance of about 1,500 miles with a varying depth of 150 to 200 
miles. In the east, between India and Burma and India and 
Pakistan, the hill ranges are much lower. The Himalayan ranges 
exercise a dominating influence both on weather and vegetation 
of the country. 

The Indo-Gangetic plain, 1,500 miles long and 150 to 200 
miles broad is formed by the basin of three distinct river systems, 
the Indus, the Ganga and the Brahmaputra. It is one of the 
world’s greatest stretches of fiat alluvium and also one of the 
most densely populated areas on the earth. The Peninsular 
plateau is marked off from the Indo-Gangetic plain by a mass ot 
mountain and hill ranges, varying from 1,500 to 4,000 ft. in 
height. The more prominent among these are the Aravalli. 
Vindhya, Satpura, Maikal and Ajanta. The Peninsula is flanked 
on one side by the Eastern Ghats, and on the other by the 
Western Ghats. Between the Western Ghats and the Arabian Sea 
lies a narrow coastal strip, while between the Eastern Ghats and 
the Bay of Bengal there is a broader coastal area. The southern 
^ point of the plateau is formed by the Nilgiri HiUs where the 
Eastern and the Western Ghats meet. Even these main regions 
contain a multitude of distinctive divisions within themselves 
determined by the factors of climate, soil and hydrology. 
Underlying the physiography of India is one great common 
factor, namely, the rhythm of the monsoonal year, 

RIVERS 

The Indo-Gangetic Plain is traversed by two great river 
systems, one comprising the five Western rivers which gave the 
Punjab (of the undivided India) its name and the other of seven 
Eastern rivers including the Ganges and the Jumna. The Peninsula 
in the South is drained by seven main rivers including the 
Godavari, the Krishna and the Mahanadi. There is a strong 
contrast between .the rivers of the Himalayas and those of the 
Feninspja. Erosion is extremely active in respect of the Himalayan 
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rivers. They also bring down vast quantities of silt. Most im- 
portant of all, the rivers in the north flowing down from the 
Himalayas are not dependent on the monsoon rainfall alone for - 
their water-supply. The melting of the snows makes the rivers 
perennial. This is all the more valuable as it comes at the height 
of the hot weather — February to April — when the Peninsulai 
rivers are at the lowest. By contrast, the Peninsular rivers depend 
for their water-supply entirely on rainfall which is concentrated 
in 5 or 6 months of the year. They flow in torrents during the 
monsoon causing frequent floods but shrivel up in the hot weather 
and are almost dry. Hence they are less useful for irrigation than 
the rivers of the North, Where irrigation is possible they ne^ a 
proportionately much greater capital expenditure for the con- 
struction of barrages and reservoirs. Thus, large-scale river irriga- 
tion was almost confined to the deltas of the East Coast. Hydro- 
electric locations were also rarer in the Peninsula. 

CLIMATE 

India is pre-eminently a land of tropical monsoon climates.^ 
Though the continental climatic variations affect the upper air. 
the land is sufficiently massive to develop its own individual 
system of monsoons. The Indian Meteorological Department 
recognises four distinct seasons: (i) the cold weather season 
(December - March); (ii) the hot weather season (April -May); 
(iii) the rainy season (June - September); and (iv) the season of 
the retreating south-west monsoon (October - Nov'Smber). From 
June to September, the flow of winds is genefally from the .sea 
to the land and the season is one of high humidity, clouds and 
rain. Based on these climatic variations, there are two main 
agricultural sowing seasons: namely, June -July and October - 
November. 

“In all that depends upon climate the different parts of 
India exhibit very great diversity .... the term Indian climme 
means little more than that, on a general average of the year, the 

l In meteorological literature the wo-rd *monsoon’ refers to the great 
air currents of winter and summer, the north-east and south-west mon- 
soons respectively. The use of these directional terms is however not 
appropriate to the winds over India. Possibly the usage is a hang-over 
from the old sailing ship days. Cf. O. H. K. Spate : India and Pakistan - - 
A General and Regional Geography (1954), p. 41. 
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^sun is higher in the heavens and the temperature some degrees 
greater, than in Europe.”^ In the northern region, Assam in the 
. East and Rajasthan in the West present a contrast of dampness 
and dryness greater than that shown by the British Islands and 
E^pt. Again in the Punjab, the continental climate has a 
pronounced influence with extremes of heat and almost freezing 
winter cold, while in Travancore in the South an almost unvarying 
heat with great humidity prevails throughout the year. Over most 
of India, the cold weather is almost rainless, except for occasional 
iate monsoon storms. Except in the North-West, where June is 
the hottest month and July only 2-4°F lower, mean temperatures 
in the rains are nearly everywhere distinctly lower than in May. 
Even where there is little rain, there is generally a good deal of 
cloud and the lower temperatures are offset by higher humidities. 

When the climate of India is described often as sensible, 
the reference is to weather rather than to climate. The regularity 
of the occurrence of these weather conditions makes for an easier 
adjustment of physiological and social factors in India. On the 
whole, for most people, '‘it isn’t the heat, it is the humidity that 
counts.” 


RAINFALL 

By far the greater portion of rainfall in India is under 
'monsoonal dominance. The south-west monsoon from June to 
October accounts for nearly 75 per cent of the country’s total 
annual rainfall and is the chief source of water-supply for most 
of the Peninsular areas and over almost the whole of North-India. 
The retreating monsoon brings heavy rainfall to the south-eastern 
portion of the Peninsula between October and December. The 
areas in Madhya Pradesh and Hyderabad also receive during this 
season a few showers which are of great value to the wheat 
growing districts in these regions. Though winter is usually 
without rain over most of India, some parts of the extreme North- 
western districts receive some rains during this season. The cold 
weather rain, though not heavy, is important as the winter crops, 
especially wheat and barley, depend largely upon it. 

2 Vide H. F. Blandford: The Climates and Weather of India, Ceylon 
and Bm7na (1889), pp. 96-97. 
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The monsoon rainfall varies as between the different parts^ 
of the country. The normal annual rainfall is 106.6 centimeters 
(42 inches) but regional contrasts in precipitation are most 
striking. Cherrapunji in Assam receives an annual average of 
1,087 centimeters (428 inches) while parts of Rajasthan get less 
than 18 centimeters (7 inches). The amount of rainfall is befc^’ 
50 centimeters (20 inches) over a large part of Central India and 
East of the Peninsula. The pattern of distribution varies con- 
siderably even over short distances in accordance with local 
topography and the location of the place vls^a-vis the two great 
branches of the monsoon. 

Broadly speaking, India has a cycle of 5 years in which one 
year is good, one bad and three are indifferent. A recent study 
after investigating the movement of the agricultural income series 
for India (19(X)-1950) came to the conclusion that ‘There is some 
evidence of a regular six-year cycle."’^ The variability of rainfall 
largely determines the productive efficiency in agriculture. It is 
obvious that the usefulness of the rainfall in India for agriculture 
and for hydro-electric development is limited by its concentration 
over 5 months. Taken as a whole, agriculture in areas with under 
38 to 50 centimeters (15 to 20 inches) rainfall is practically 
entirely dependent on irrigation. Intensive cultivation in these 
areas demands very expensive major irrigation works. Only 
areas which have over 115 to 127 centimeters (45 to 50 inches) of 
rain are normally free from drought. The timing and the intensity 
of the early rains have also a determining influence on harvest. 
Even if the total rainfall received in a given year is satisfactory, 
if the periodical distribution is not even, especially when the rains 
are late, the harvest may be poor. Gujarat, the eastern U.P. and 
parts of Bihar are particularly liable to such risks. 

An analysis of the distribution of rainfall in India made for 
the period between 1900 and 1950 brings out clearly that the 
monsoon rainfall was more frequently below normal in regions of 
low rainfall like the Western Rajasthan, the eastern U.P. and 
the southern Madras and above normal in regions which receive 
the average rainfall between 63 and 76 centimeters (25 and 30 

3^ (Mrs.) Vatsala Miikerji, ‘'Some Regression Models Fitted to the 
Agricultural Income Series for India,'' Artha Vijnana, VoL 3, No. 1, 
March, 1961, p. 66. ^ 
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••mches) like the eastern Rajasthan, the western Madhya Pradesh 
and Gujarat It is on account of this aspect of seasonality that 
Indian agriculture has been described as ‘a gamble in rain.”’ 
" in consequence of this character of rains in India, in common 
with tropical regions generally, rainfall is less penetrating in 
proportion to its quantity than in countries where much of it falls 
gently and spreads more evenly allowing time for its absorption 
by the ground. 

Rainfall and AgncultwrU Success 

The data on rainfall do not provide a dependable indication 
of the success or failure of the agricultural season. A study on 
the subject for the Deccan region for the years 1865-1938 leaves 
unanswered the question: ‘'How far is the actual amount of 
effective rain reflected in the success of the agricultural season 
in the areas under study?”^ It is difficult to determine the success 
of a season by reference to the total effective rainfall or the 
rainfall in any part of the season. From the case study of Deccan. 
n apjxars that in all cases, beyond effective rainfall of 71 centi- 
meters (28 inches) per annum, a further increase does not auto- 
matically increase the agiiciiltural success of the season. The 
early rains have some importance only to kharif crops. The rains 
in July provide little or no guide to crop prospects. There is 
evidence that abnormal rains in July may also be injurious to 
^rop cultivation. It is on the basis of rainfall after the end of 
August that the closest relationship between rainfall and agri- 
cultural success can be established. On the whole, however, it 
will be hazardous to correlate the success of an agricultural 
season with the total effective rain in any particular part of the 
year. The inference is that instead of taking the rainfall itself 
as the means of judging the effect of rainfall on agriculture, if the 
period of the wetness of the soil above certain standards is taken 
as the basis, a closer correlation is possible.^ 

Rainfall and Famine 

In India, failure of rainfall has been associated with famine 
conditions. Till the first decade of this century, the failure of 

4 Harold H. Mann: Rainfall and Famine — A Study of Rainfall m 
the Bombay-Deccan, 1865-1938 (1955). 

5 rbi^, pp. 33-39. 
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agriculture resulted in a heavy toll of human lives,^ Table I gives - 
the incidence of famines. 


TABfE I 


FAMINE AND MORTALITY IN INDIA. 1800-1950 


Period 


Number of Famines 


Estimated MortaIit\ 
(in million) 


1800-1825 

5 

1 

1825-1850 


0 4 

1850-1875 

6 

5 

1875-1900 

18 

26 

1900-1925 

17 

4.0S 

1925-1950 

13 

1 5(g) 


61 

38.7 


Data do not include ‘the high mortality rates reported in 1901 Census 
Report for the Central India Stales of I^lalwa Agency. Bhopal, Indore 
Agenc>, Bhopawar and Indore Residenev 

Relates to the Bengal Famine of 1943. 


As a result of the development of transport facilities and the 
more effective organisation of relief measures during periods ot^ 
famine, the loss of human lives has been greatly^ reduced. A 
famine is now characterised more by a scarcity situation which 
implies shortage of purchasing power among the population than 
scarcity of food-stuffs available. However, even now such scarcity 
conditions create intense suffering in the affected areas owing to 
the low sustaining power of the bulk of cultivators and parti- 
cularly of agricultural labourers. There are still areas of chronic 
scarcity conditions in Gujarat, Maharashtra, Rajasthan, Andhra 
and the East Punjab, extending over 30 million acres.' 

6 For a connected account of famines and scarcities that occurred jn 
India between the period 1850 to 1945, refer B. M. Bhatia: Famines 
in India, I85CFI945 (1963). 

7 Refer Report of the Fact-Finding Committee for Survey of Scarcity 
Areas in Bombay State, 1%0, Vol. I (General Report), Government of 
Maha rashtra, ( 1 960). 
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SOILS 

The four mam types of soil found extensively over India 
are (1) the alluvial soil, (2) the black soil, (3) the red soil, 
including red loams and yellow earths, and (4) laterite and 
lateritic soils Besides, there are mountain and hill soils, deseit 
^ils, saline and alkaline soils, peaty and other organic soils 

The alluvial soil is formed of a fine sediment carried down 
from the mountains by rivers and is very fertile (except for the 
deficiency of nitrates) as well as light and easily worked These 
are the most important agriculturally and they cover an extensive 
tract. In the Indo-Gangetic Plains alone (the whole of which is 
comprised m this area) they cover at least 300,000 sq. miles, 
i e , little less than 19 per cent of the country’s area where some 
42 per cent of the population live If we add to this, the alluvial 
soil area in Madras, Gujarat and Kerala, half or more of the 
total population lives on alluvial soil With such a long spread 
and varied sources of formation, the qualities of the soil are 
far from uniform The variations in fertility are due mainly to 
factors of water-table, and the presence or absence of calcareous 
concretions in the sub-soiP In general these soils aie adequate 
m lime but the nitrogenous and organic contents are low ‘‘Potash 
IS adequate and phosphonc acid, though not plentiful, is generally 
less deficient than m other soils ” On the whole, they contain all 
the ingredients of fertility, are not too dense in consistency, are 
' naturally drained and lend themselves on this score to extensive 
irrigation scliemes It is therefore, difficult to attribute any special 
regional crop distribution directly to alluvial soils They provide 
an excellent media on which crops suited to the climate and 
aided by irngation, whether by wells or canals can grow 
effectively Sugarcane and rice are the mam crops of these tracts 

The black soil is most typically developed in the Deccan but 
IS not entirely confined to this area The soils are of varymg 
quality and are found especially in the South and the south-east 
Madras and in extreme south-east (Tirunelveli) The alluvial belt 

8 Vide O H K Spate India and Pakistan, Op at, p 82 

9 It may be said of Indian soils in general that humus (organic matter) 
and nitrogen tend to be deficient, but that lime, potash and phosphonc 
acid are usually present m suitable quantities Vide J A Voelckei 
Improv^mient of Indian Agriculture (1893), Chapter V 



LNVIRONMENT AND AGRICULTURAL RESOURCES 




of Gujarat and parts of the Coromandal coast include considera-^ 
ble areas of similar soils In the Deccan, the soil is very deep 
but, on higher ground, it is thinner and grades into reddish brown 
or red Over most of this area, cotton and jowar are the mam 
crops The black cotton soil is espeaally smted to the growth of 
the long-rooted, indigenous cotton plant, though it does not suit 
the shallow-rooted American cotton 

The red soils comprise various categones some of which 
are brown-grey or black There are areas with good loams which 
respond well to irrigation The mineral deficiencies are the same 
as for the black soil The whole of Madras, Mysore, south-east 
Maharashtra and a tract running along the eastern part of Madhya 
Pradesh, Chhota Nagpur and Orissa contain mostly varieties of 
red soil The crops that are most suitable for this type of soil are 
groundnut (the later maturmg and bolder seed types) and minor 
millets, the predominant one being R/igi (Eleusine corand)^ a 
millet confined almost entirely to the south of the country 

The latente soil which is found m Madhya Pradesh, Assam 
and along the Western and Eastern Ghats is formed by the 
decomposition of the ‘latente’ rocks due to heavy tropical rainfall 
From an agricultural point of view, the prevailing characteristics 
ot latente are extreme aadity with an almost complete lack of 
lime and organic material Where the soil consists of heavy loams 
and clays and can easily retain moisture, nee can be grown^ 
Generally, tea thrives best in these tracts The plantation districts 
of South India. Bengal and Assam are therefore to be found 
in this region 

Soil and land utilisation survey is most essential not only for 
improving the efiiciency m land use but for increasing crop 
yields The major handicap in determining a scientific pattern of 
land utilisation in India is the lack of such a survey At present 
the information on the various types of soil is being collected 
by different organisations such as the irrigation departments of 
vanous States, by agricultural experiment stations, universities 
and other institutions These employ different techniques of 
classification and survey Further, such data are available for 
limited areas only in different parts of the country Consequently, 
there is no comparability between the data available The 
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c Irrigation Commission of 1901, the Royal Commission on 
Agriculture, 1928, the Russell Report, 1936, the Report of the 
Plannmg Co mm ission, 1952, and the recent report of the Sub- 
Committee of the Planning Commission on Natural Resources, 
have all successively emphasised the necessity for a systematic 
isil survey of India as an essential preliminary to the develop- 
ment of imgation and improvement of agriculture 

Until recently knowledge of soils in different parts of the 
country was inadequate and the necessaiy organisation for soil 
surveys had not been established Appraisal of soil resources 
involving survey and classification of soils provides the basis for 
assessmg their potentialities as well as their limitations for 
effective exploitation and rational land use The mam object of 
soil surveys is to classify and map out the vanous sorts of soils, 
to know soil differences and to co-oidmate knowledge of soils 
with a view to laying down standards of nomenclature, etc With 
the aid of these surveys it becomes possible to prepare schemes 
for the better use of land and to plan for soil conservation and 
irrigation and drainage works In 1955. an all-India soil survey 
scheme was imtiated at the Indian Agricultural Research Institute 
with a view to carrying out reconnaissance soil surveys leading to 
correlation of soils of different legions Soil coirelation work in- 
volves classification and laying down of nomenclature of soils 
on uniform basis and also the preparation of soil survey reports 
•and soil maps. In the field of soil surveys. State Governments are 
specially coneerned with asjjects relating to agriculture, forestry, 
irngation, drainage, soil conservation, etc Since there are 
common soil problems covering more than one State and since 
all States do not have their own soil survey organisations, it was 
felt that with a view to co-ordinatmg work of soils, the best 
course would be to set up laboratories on regional basis for the 
major soil groups occurnng in India, namely, (1) at Delhi for 
the Alluvial Soil Regions, (2) at Poona (now at Nagpur) for the 
Black Soil Region, (3) at Kharagpur (now at Calcutta) for the 
Red and Latente Soil Region I, and (4) at Bangalore for the 
Red and Latente Soil Region II Three years after its inception 
the scheme was integrated with the scheme for soil and land use 
plannmg drawn up by the Central Soil Conservation Board for 
the pur|)oses of soil and land use survey in the catchment areas 
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of SIX major river valley projects, namely, Machkund, Hiraknd, 
Chambal, Bhakra-Nangal Kosi and Damodar, totalling about 
78,CKX) square miles. Surveys in catchment areas aim at classifying 
lands mto capability classes, essentially from the point of view 
of adopting soil conservation measures with a view to mimnusing 
soil erosion, preserving the top soil for cultivation and preventing" 
sediment flowmg mto storage reservoirs and thus increasing their 
life Soil conservation work in catchment areas mvolved detailed 
surveys of agricultural lands and leconnaissance surveys m other 
areas The total area to be surveyed is about 500,000 square 
miles By the beginning of 1961, an area of about 18,000 square 
miles has been covered by both detailed and reconnaissance 
surveys undertaken through the all-lndia scheme Of this area, 
about 3,000 square miles fall within the catchment areas of the 
river valley projects Soil conservation organisations m the States 
have surveyed about 50,000 square miles Under the all-India 
programme about 23,000 square miles are to be surveyed during 
the Third Five-Year Plan 

India needs a comprehensive land utilisation survey whicii 
would take mto consideration the problems of soils and reclama- 
tion, development of irngation and water-supply both for crops 
and men On the basis of such a survey it would be possible to 
adopt crop planmng with reference to the potentialities of each 
region and also to undertake, as conditions permit, engineering 
projects which would supply the varied needs of agnculture and ^ 
rural life It would not, mdeed, be possible to adopt any such 
major plans for areas already intensively used, there would be a 
number of difficulties m the way especially because of the smalJ 
size of holdmgs and the density of the rural population. But with 
reference to undeveloped regions, the scope for reconstruction 
work on a land utilisation survey would be immense 

FOREST RESOURCES 

The total area under forests is estimated in 1958-59 at 130 
million acres or 18 per cent of the land area of the country^® 
Forests are unevenly distnbuted, the proportion of forest land 
varying from about 11 per cent in the north-west to about 44 per 

10 Agucultural Situation in India, Voi XVII No 8, November 3962, 
p 888 - 
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cent m the Central region Most of the forest areas are situated 
in hilly and mountainous areas, the Himalayas and their foot 
hills and the hilly ranges of Peninsular India (the Western and 
Eastern Ghats, the Vindhyas, Satpuras and associated ranges) 
The areas under forests m the Peninsular hills and plateau regions 
Extends over 55 7 million acres, or nearly 31 per cent of the total 
forest area of the country The high hills are covered with pine, 
fir and bamboo forests while on lower ground grow trees like 
teak, sal and babul The major forest products are timber, fire- 
wood, round wood, pulp wood, charcoal wood, etc, while the 
minor products comprise bamboos and canes, drugs, spices, 
fodder and grazing, gums and resins, lac, rubber and latex, 
incense and perfumes, fruits, ammal products and other mis- 
cellaneous materials Table 11 gives the data on production of 
the major and minor forest products and also the financial 
results of forest administration The most advanced countnes in 
the world have very high per capita consumption of wood India’s 
pel capita consumption of round wood is 1 4 c ft as compared 
with 58 c ft in the U S A The consumption of pulp products 
IS 1 6 lb as against 78 lbs. m the U K The area under forests 
IS less relatively to the consumer requirements of the villages and 
those of industry and trade Pei capita forest area is 1 8 and 3 5 
hectares m the USA and USSR respectively, while m India 
the figure is 0 2 hectare The National Forest Policy Resolution 
of 1952 proposed that the area under forests should be raised 
steadily to ^33 per cent of the total area, the proportion to be 
aimed at being 60 per cent in hilly regions and 20 per cent in 
the plains The ^scarcity of forest produce and their gradual 
inaccessibility to the rural population have been the cause of 
the widespread habit of using cow-dung as fuel 

Forests are an important source of revenue to the Govern- 
ment They render the climate more equable, absorb excess water 
during heavy rains and thus lessen the seventy, both of drought 
and flood This emphasises the importance of preserving an 
adequate proportion of the land area under forests in the mterests 
of agricultural development It is generally agreed that there has 
been a reckless destruction of forests in India m the past, over 

11 Report on the Second Five-Year Plan, Planning Commission, 
OoveriKment of India (1959), p 299 
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Source Indian Forest Statistics, 1955-56, Government of India (1961), p ix, and Agiicultural Situation m India, 
Vol XI. No 11, February 1957, pp 862-4, and Vol XVII No 8 November 1962 pp 909-10 
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many parts of the country The depletion of forest resources has 
deprived the peasantry of the much needed wood for fuel and 
tor building purposes, and exposed agnculture to greater risks 
of drought, flood and soil erosion It may have also been a 
factor 111 the sterilisation of the soil which has been reported of 
•late The scope for extending the forest area under the present 
pressure of population on cultivated aiea appears to be limited 
There is, therefore, need in every State for a well-managed forest 
conservation and afforestation policy and for the creation of 
village woodlands and pasture, under a co-ordinated Central Forest 
Policy 

Forest resources appear to have been hitherto utilised as a 
source of revenue. Forests have an important amelioratmg 
influence on climatic conditions They have been classified by 
Government as either reserved or protected forests The more 
urgent problems of providing cheap fuel to the rural population 
and grazmg facilities to their cattle as also the necessity of 
providmg raw materials for vanous industries have not received 
sufficient consideration in offiaal planning. The tropical and semi- 
tropical forests of India hold out great possibilities for startmg 
sulwidiary mdustries such as manufacture of charcoal, extraction 
of turpentine, lac culture, preparation of dyemg and tanning 
materials, baskets, rope and mat making and such other occupa- 
tions which, if well-organized, would confer material benefits on 
•' the rural population 


WATER POWER RESOURCES 

In water power resources India holds the third place, next 
only to Canada and the United States of America The total 
annual flow in the rivers is estimated to be equivalent to 1,356 
million acre-feet for the Indian Umon Of this, only 76 million 
acre-feet, i e , only 17 per cent of the usable flow or 5 6 per cent of 
the total annual flow had been utilised for purposes of irrigation 
m 1951 Though there is some improvement m recent years,^® 

12 By the end of the Second Five-Year Plan, it is estimated that about 
120 million acre-feet representing about 27 per cent of the usable flow 
or 8 9 per cent of the total annual flow would be utilised An additional 
40 million acre-feet are likely to be used by 1965-66, bringing the pro- 
portion to about 36 per cent of the usable flow Report on the Tlurd 
Five-Ytfiar Plan, Planning Commission, Government of India, (196 IX P» 3S0 
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the sizable poition of the flow still runs as waste into the sea 
In 1921 a minimum continuous water power potential of 3 5 
million kW was indicated by a Committee which investigated the 
position This IS considered as an under-estimate and the total 
hydro-power potential is placed now between 30 and 40 millio^ 
kW of which only just over half a million kilowatts has so far 
been developed The country is thus utilising only about 2 per 
cent of the total power potential, whereas Germany (East and 
West) has developed 50 per cent, Switzerland 38 per cent, France 
27 per cent, the Umted States 22 per cent, and the United Kmg- 
dom 20 per cent of the national water power resources In the 
last 21 years since 1939, the total electricity generating capacity 
in India has mcreased from about one million kilowatts in 1939 
to 5 7 million kilowatts m 1960-61 About 32 per cent of this 
capacity is in hydro-electric stations In 1950, about 560,000 kW 
of energy were generated by hydro-electnc plants In 1960-61 the 
principal power schemes brought into service accounted for 1 93 
million kW. Regarding consumption capacity, out of 561,107 
villages in the country about 23,1000 or four in a hundred are 
served with electricity Moreover, the development is not evenly 
spread but confined mainly to the States of Mysore, Madras and 
Uttar Pradesh and is associated with the development of hydrO" 
electnc power. The average per capita consumption m India was 
only 25 kilowatt hours (1955-56) per year as compared to 1,100 
kWh in the UK, 2,207 kWh m the USA. and 3,905 kWh in- 
Canada. It has increased to 45 kWh m 1960-61 In^ number ot 
States in India the average per capita consumption is below one 
unit per year. Only five States have a per capita consumption 
above the average Besides, the distribution of power is also 
unbalanced as between urban and rural areas About 3 per cent 
of the total population of the country concentrated in 6 large 
towns receive the benefits of 56 per cent of the total public 
utihty installations in electricity. Thus, though India promises to 
be one of the leading countries of the world in the development 
of hydro-electnc power on account of her untapped resources and 


13 The total power potential includes about 4 million kW from the 
west flowing nvers, about 7 million kW from the east flowing nvers 
southern region, about 4 million kW from the rivers of the central 

Himalayan nvers. Rej^rt on 

the Second Five-Year Plan (1956X p 331 
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potential demand, no thorough survey of these resources has yet 
been made 


LIVESTOCK RESOURCES 

^ India has the largest cattle population of any country in the 
world The total world cattle population in 1960-61 was 932 
million^* In 1961, the total cattle population m India was 176 
million There were 51 million baflaloes in the same year The 
country possesses more than a fifth of the world’s cattle. The 
U.S S R had a total cattle population of 76 million in 1960-61 
(nearly just a little over a third of India’s total) The U.S A 
had a total population of 97 million which was more than half 
of India’s total The United Kingdom had only 119 million 
animals (one-fifteenth of the Indian cattle population) Denmark 
had 3 6 miUion cattle population While thus India holds a lead- 
ing position in her cattle resources quantitatively, more than half 
of this cattle wealth is lost to the country owing to the inferior 
quality of the animals Inadequacy of grazing facilities, the pre- 
vailing religious sentiment against the slaughter of decrepit cat- 
tle and absence of selective breeding on a wide scale have been 
perpetuatmg the poor species and rendering an increased num- 
ber of them uneconomic aids to agncultural productions^ The 
data from quinquennial censuses from 1920 roughly indicate that 
•there has been only a slight variation in the growth, the maxi- 
mum bemg 4 per cent The density of cattle per 100 acres of 
sown area is as high as 68 m India, as against 25 in Egypt, 15 
m Chma and 21 m Japan 

14 Production Year Book 1962, Vol 16, Food and Agriculture Organi- 
zation of the United Nations (1963), p 149 

15 Ibid , pp 159-160 

16 The National Income Committee, in their final report (1954), have 
assumed 55 4% of the cattle population as non-service animals for cal- 
culating the income from animal husbandry Final Report of the National 
Income Committee, p 51 The Cattle Utilisation Committee calculated on 
an overall estimate tiiat about 115 million adult cattle (or 10 per cent of 
the cattle population) are unserviceable or unproductive 

17 Approximately 750 farm-bred bulls of known pedigree are dis- 
tributed annually by the Governments in different States for developing 
draft as well as milch cows The existing number of approved bulls meets 
less than 0 5 per cent of the total requirements of the country — Report 
on the^irst Five-Year Plan (1952), pp 274-275 
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The number of cows was estimated at 54 3 million in 1961 
The proportion of cows which yield no milk or are not milked 
at all IS on a conservative basis estimated at 55 per cent. The 
ratio of dry and other cows which are not m milk to those in 
milk varies considerably between the different States According 
to the 1961 Census, while in Orissa., West Bengal, Mladras, 
Andhra Pradesh, Mysore and Kerala, there are about two hundred 
dry cows for every hundred milch cows over 3 years of age, in 
Bihar and Madhya Pradesh, the ratio is about equal and it is as 
low as 62 m Assam and 67 in the Punjab This generally mdi- 
cates that in the rice belt area and in the South, a comparatively 
large number of unproductive cows are maintained The normal 
ratio of dry animals to those m milk should be Tl. The high 
proportion in the above regions only imposes a great strain on 
the country’s fodder resources 

Regarding the consumption requirements of milk;, the ave- 
rage per capita consumption of milk and milk products is 5 5 
ounces per day against the standard of 10 ounces per day re« 
commended by nutrition experts. However, the consumption of 
milk and milk products varies considerably m different parts of 
the country It is as high as 16 89 ounces in the Punjab and 
15 72 ounces m Rajasthan while in Onssa it is as low as 2 64 
ounces. Except the States of the Punjab and Rajasthan all the 
maj'or States are deficient m milk consumption measured by the 
standard nutrition requirements Cows provide a little less than^ 
half and buffaloes a little more than half the total supply of milk 
The Report on the Marketing of Milk m the Indian Union (1950) 
gives an average daily production of milk per village at only 2 5 
maunds. The effective demand for milk and milk products is 
found in urban markets only, even though 95 per cent of the 
milch cattle are m the rural areas where 82 per cent of the 
population resides Nearly 30 to 40 per cent of the urban milk 
supply is obtained from villages situated within a radius of 30 
miles of the urban areas. As milk is an important item of the 
vegetarian diet and as a large part of the population is vegeta-- 
nan, the gap between production and requirements indicates the 
need for improving the quality of the milch cattle and increasing 
their production capacity. It is estimated that with the present 
' strength of milch cattle, milk production can be increased^by 75 
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p&r cent 30 per cent by better breeding, 15 per cent by better 
feeding, 15 per cent by better management and 15 per cent by 
disease control 

The efficiency ot the cattle as draught animals for cultiva- 
'-tion and draft purposes is also unsatisfactory The average area 
now cultivated by a pair of bullocks is 10 2 acres With better 
breeding, feeding and other methods of improvement, the poten- 
tial number of acres that can be cultivated is 17 28 acres It is 
estimated that the maximum that can be achieved and may be 
taken as the standard is 20 acres This would mean an in- 
crease of 60 per cent m work capacity On the basis of the cal- 
culations made by Dt Bums, it is estimated that m the Uttar 
Pradesh and Bihar there is a surplus of about 4 million bullocks 
This does not imply that there is surplus bullock power in each 
and every State m India 

The adverse climatic and economic conditions possibly ex- 
plain the low productive capacity of the cattle in India which 
IS Rot commensurate with their numerical strength In spite of 
this unsatisfactory position, the livestock products contribute a 
significant share to the total production capacity of India’s agri- 
cultural economy The potential value to the nation of develop- 
ing the animal husbandry and the resulting contribution which it 
would make to the farmers’ income is indicated by the scope for 
H increasing productive capacity of cattle by the use of scientific 
methods made available by research in animal husbandry The 
magnitude of the potentiality can be illustrated by the nature of 
some of the livestock products m demand India is the largest 
exporter of hides and skins in the Commonwealth region, hex 
products representmg half of the total Commonwealth exports 
India’s annual exports of this group of products was estimated 
at roughly Rs 34 crores m 1962-63 It is significant to note 
that hides and skins represent only a minor by-product of the 
cattle industry, still the trade m the products has a great mone- 
tary value. Similarly, cattle labour is an important item m agn- 
cultural production The farm management studies m different 

IS Dr Bums estimated that though the efficiency of the bullocks could 
be raised to the level of 3072 acres per pan, it will not be possible, in 
practice, to utilise the whole of this efficiency as the bullocks will have 
necessarily to remain idle for a period Technological Possibilities of 
Agricultural Development in India (1944), W Burns, p 110 
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States have shown that between 8 and 42 per cent of the costs"* 
of cultivation is accounted by cattle labour The total value of 
cattle labour alone is estimated at about Rs^ 300 — 500 crore^^" 
The manurial value of cattle dung is also an important factor in 
mamtammg soil fertility at a high level This has yet to be 
properly estimated 

The cattle population m India is excessive and it is among 
the least efficient m the world Fewer but fitter animals would 
be the proper objective of policy This objective will be reached 
only when we eliminate “scrub"’ cattle and raise the quality of 
the rest by selective breedmg and keep them well fed through 
the provision of adequate grazing facilities 

OTHER LIVESTOCK 

India has 40 million sheep or more than one-fourth of the 
sheep population of Australia (152 million) or more than one 
and one-fourth that of the USA (32 9 million) and slightly 
less than the total number in Argentma (49 imllion) Indian 
goats, about 61 million, constitute nearly one-fifth of the numbei 
of these animals in the world ^ It is estimated that on an ave- 
rage, about 72 million pounds of wool are produced every year 
Of this, about one-half is expoited as carpet wool from India 
mainly to the UK and USA The value of export of wool 
and of sheep and sheep products was estimated at Rs 266 
crores in 1959-60 Rajasthan alone contributes nearly one-third 
to the total p^'oduction of wool The deficiency m,wa«l produc- 
tion IS mdicated by the fact that about 15 to 17 million pounds 
of semi-processed wool are imported,^^ mainly from Tibet 

POULTRY 

The number of poultry birds in the country has been esti- 
mated at 117 million (1961)“" When compared to the numerical 

19 Reports on Studies m Economics of Farm Management in Diffe- 
lent States, Directorate of Economics and Statistics, Ministry of Food & 
Agriculture, Government of India Vide “Role of Cattle m India’s 
Economy,” S C Chaudhri and R Gin, Agricultural Situation in India, 
Vol XVIIT, No 9, December 1963, p 591 

20 Production Yearbook 1962, FAO, Op, cit,, pp 169-174 

21 Report on the Third Five-Year Plan, p 350 

%2 j The Indian Council of Agncultural Research had estimated the 
number of fowls alone at 173 million m this country Only the USA 
has a larger number of poultry than India 
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str^gth of poultry birds m different cxiuntnes, it appears that 
India ranks very high among the poultry producing countnes 
of the world But m poultry farming the mam factor for impro- 
vement IS the application of research to increase the quality of 
the poultry population The ordinary village hen is generally 
mider-sized and is estimated to lay about 50 under-sized eggs 
in a year as compared to 120 in Western countnes ^ By a pro- 
cess of selective breeding, the Indian Vetennary Research Insti- 
tute has produced a superior strain which would step up the 
yield by about hundred per cent 

FISHERIES 

Fisheries m India constitute an important source of improv- 
ing the quality of the diet of the Indian population. Even in 
the present imder-developed state, they contnbute nearly Rs. 100 
crores (1960-61) to the national income The production in 
1960-61 was estimated at about 1 4 million metric tons out of 
which about 70 per cent are sea and estuarine fish and 30 per 
cent fresh water fish The production rate is only about a 
quarter of the requirements Madras, Kerala and West Bengal 
are the three States which account for the major part of the pro- 
duction Regarding the trends in production, though it is esti- 
mated that fish production has mcreased by 27 per cent dunng 
the Second Plan period, on the whole there has been a progres- 
sive declme m the production of fresh water fish. However, the 
potentialilie? in fish production are great The rivers of India 
and the tropical jseas around are a valuable source for a variety 
of rich edible fish The brackish water lakes and back-waters are 
also rich m fish The brackish water area is computed at about 
1 9 milhon acres and includes the Chilka Lake covering about 
256,000 acres and yieldmg about 3,000 tons of fish annually. The 
seas abound m special species of mullet and pomfret, seer, hilsa, 
mackeral and whitmg While the inland waters breed varieties 
of fresh water fish of which the johu, the catla and the mrigal 
are well-known Even the creeks and hill streams contam fait 
supplies of fish such as mullet, perch and trout Fish is the 

23 Report on the Second Five-Year Plan, p 289 

24 Estimates of National Income, 1948-49 to 1960-61, Central Statis- 
tical Organisation, Government of India (1962), p 2, preliminary estimate 
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easiest and cheapest source of proteins and valuable mineral ' 
substances and hence the exploitation of fishery resources should 
materially raise the standard of the people’s diet which, at pre- 
sent IS highly deficient in necessary protemous food-stuffs While 
potentialities of the development of fisheries in India are vast, a 
50 per cent mcrease m fish production over a period of aboGt 
10 years is observed to be within the bounds of practical accom- 
plishment^ The industry remains in the hands of an illiterate, 
poor and unorganised section of the people with little practical 
assistance from the State The number of boats in operation is 
estimated at only about 70,000 Production per unit of effort 
is low because the small country craft cannot operate beyond 
a few miles from the shore and much tune is wasted in gomg 
to and from the fishing grounds ''“As in Japan it appears that 
the general conditions of the industry are such that imtiative 
must necessarily be taken by Government in the uplift and 
education of the fishing commumty and the introduction and 
testing of raw and improved apparatus and methods 

LAND UTILIZATION 

The oflScial classification of land is made under five cate- 
gories* (1) forests,^^ (2) areas not available for cultivation,^ 
(3) other uncultivated lands excluding current fallows/® (4) current 

25 Report on the Second Five-Year Plan, p 292 

26 Indian Year Book, 1942-43, p 606 ^ 

27 The forests include all actually forested areas whether ^tate-owned 
or private If any portion of such land is used for agricultural purposes 
that portion is excluded from the forest area and^ included under the 
appropnate head of cultivated or uncultivated area* 

28 This IS sub-divided into two classes (i) land put to non-agnculturai 
uses, I e , all lands occupied by buildings, roads and railways or under 
water and (ii) barren and uncultivable lands, i e mountains, deserts, etc 
which cannot be brought under cultivation except at a high cost whether 
such land is in isolated blocks or even within cultivable holdings 

29 This IS sub-divided into three classes (i) permanent pastures and 
other grazing lands which include all grazing lands whether permanent 
pastures* medows or not, village common and grazing lands within forest 
area, (ii) miscellaneous tree crops and shrubs which are not included in 
the net area sown, as for example, land under casurina trees thatching 
grasses, bamboo bushes and other fuel groves, (iii) cultivable wastes which 
include lands available for cultivation whether or not taken up for culti- 
vation or abandoned after a few years for some reason, such lands may 
be either fallow or covered with shrubs and jungles and may be assessed 
or unassessed, lying in isolated blocks or withm cultivated holdings Land 
once cultivated but not cultivated for five years in succession is also in- 
cluded m this category 
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^ fallows,^® (5) net areas sown Table III indicates the distribu- 
tion of land in India among the major uses according to the 
official classification 

Unclassified Area: Oat of the total geographical area of 
iildia of 806 3 million acres, the reporting area m 1958-59 was 
726 imlhon acres or 90 per cent Thus a total of 80 million 
acres remained as non-reportmg Besides the hill desert and 
inaccessible areas, the iioii-reportmg areas include those under 
specialised forms of land tenure which are not reporting because 
land records are not maintained or are surveyed but remained 
unestimatcd 

Net Atea Sown The net area sown in 1958-59 was 324 
milhon acres (or 40 2 per cent of the land area of the country). 
The area sown moie than once accounted for 48 64 milhon acres, 
that IS, 15 per cent of the net sown area These two categories 
together comprise gross area sown, which was estimated at 373 
million acres m that year The net area sown has recorded an 
increase ot 41 million acres during the penod 1949-50 to 1958-59 
Out ot this, 14 3 million acres were accounted for by a single 
State ot Rajasthan where the reporting area itself has increased 
considerably 

The significant fact brought about by the size of total 
Cultivated area is the low percentage of areas sown more than 
once Th? physical factor of temperature is not unfavourable in 
India to continuous plant growth On the contrajry, it should 
j^ennit uninterrupted cultivation throughout the year The mam 
limiting factor is the defiaency of moisture The concentration 
ot rainfall m a short penod of two to three months in most 

30 This IS sub-divided into two classes (i) fallow lands othci than 
current fallows which include all land taken up tor cultivation but are 
temporarily out of cultivation for a period of not less than one year 
and not more than five years The reasons foi keeping them j allow may 
be either (a) poverty of cultivators, (b) inadequate water supply, (c) mala- 
nal climate, (d) silting of canals and rivers or fe) unremunerative nature 
Of farming, (ii) current fallows which compnse cropped areas which are 
kept fallow m the current year 

31 The net areas sown consist of all lands sown with crops or or- 
chards 

Vide Indian Agricultural Statistics 1956-57, Vol T (Summary Tables), 
GoverniTent of India (1960), p 142 
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Table }n 

LAND USE IN THE INDIAN UNION 



1958-59 

1949-50 


Area 

Pei centage 

Area 

Pei centagr 

Classification of Land 

(in 

to classi- 

(m 

to classi- 

Area 

thousand 

fied 

thousand 

fied 


acres) 

area 

acres) 

area 

Gloss ai ca 

8,06,270 


8,10,800 



(100 0) 


(100 0) 


Unclassified area 

80,159 


1 31,600 



(9 9) 


(16 2) 


Classified area 

7,26,111 


6,79,200 



(90 1) 


(83 8) 


Net aiea sown 

3 24,123 

44 6 

2 83,200 

41 7 

Fallow lands othei 





than curient fallows 

30,347 

421 

58 800 

85 

Current fallows 

29,423 

41 j 



Other uncultivated 





land excluding 
cunent fallows 

97,398 

134 

1,15,300 

17 0 

Not available Joi 





cultivation 

1,14,713 

15 8 

1,21,000 

178 

Foi LStS 

1,30,107 

179 

1,00,900 

149 

Area sown moic 





than once 

48,639 

67 

38,100-^ 5 6 

Gross aica sewn 

3,72,762 

51 3 

3,21,300 

* 

47 3 

Net ungated aiea 

73,000 

100 

49,800 

73 


Sources Agucultural Statistics of Reoiganiscd States, Directorate of 
Economics and Statistics, Ministry of Food and Agiiculture, Government 
of India (1956), pp 14-15 and 34 

Ai^ucuUwal Situation in India, Novcmbci 1952 p 885 


parts of the country makes it difficult tor the crop to obtain 
adequate moisture throughout the year, they have to depend 
either on irrigation or sub-soil moisture, in both of which India 
IS deficient The insufficient application of manures and fertilizers 
IS also a contributing factor to the low level of fertility of most 
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of the crop lands reported The scope for increasing the area 
that can be sown more than once would obvioiusly depend on 
the speed with which irngation works are extended and facilities 
provided for continuous and adequate water-supply and on the 
measures taken to condition the soil to the normal level of ferti- 
lity by a judicious apphcation of manures and fertilizers 


DISTRIBUTION OF SOWN AREA 

The regional vanations in the sown area are mainly detei- 
mmed by the physical conditions of climate, topography and 
soil. The Indo-Gangetic plains and the plains along the East 
and West Coasts record the highest percentages. As much as 
80 to 90 per cent of land is under cultivation in many parts of 
these plains, on the other hand, the percentage is substantially 
low, 10 or even lower, in mountamous or and areas Hie five 
States of West Bengal, Gujarat, Maharashtra, Uttar Pradesh and 
Punjab together account for about 44 per cent of the net area 
sown m the country though they form only 20 per cent of the 
total land area The proportion of sown area m these States 
\^a»6§^ between 55 and 60 per cent The percentage of area sown 
more than once is al^ higher in these States than in most other 
parts of the cSfllitr 5 r, rangmg from about 25 m the Punjab to 
more than 28 in Bihar when compared to the average of 13 for 
the whole country The proportion of cropped area to the total 
m the States of Peninsular India is much lower than in the plain? 
and varies Trom 30 to 50 per cent In Madhya Pradesh, the 
percentage of crppped land is 40, in Andhra Pradesh 44 and 
in Mhdras 53 In mountamous areas and and zones, the acreages 
under crops are low ranging between 10 and 20 per cent of the 
land area In Kutch, the proportion is as low as 7 jier cent 

CROP PRODUCTION 
Focfd Crops and Non-Food Ctops 

The relative importance of the main crops in Indian agri- 
culture IS shown m Table IV. Food crops mcluding fruits, vege- 
tables, pulses, etc , cover 80 1 per cent of the total cropped area 
(1961-62) and are primanly grown for consumption within the 
coiintj^r Non-food crops include some of the prinapal cash 
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crops, such as cotton, jute and other oilseeds. The commerciaJ 
crops of this variety occupy only 19 9 per cent of the cropped 
area while the plantation crops account for 0 8 per cent of the 

Table IV 


CROP PATTERN IN THE INDIAN UNION 1961-62® 


Crops 

Indian 

Area m 
milhon 
acres 

Union 

Percentage 
to total 
sown area 

Total Food Crops 

295 8 

80 1 

Total Ceieals and Millets 

223 7 

60 6 

Rice 

83 7 

22 7 

Jowar 

43 1 

117 

Ba]ra 

27 0 

73 

Maize 

no 

30 

Ragi 

57 

15 

Small Millets 

117 

32 

Wheat 

33 2 

90 

Barley 

82 

22 

Total Pulses 

58 7 

15 9 

Gram 

241 

65 

Tur 

57 

15 

Other Pulses 

29 0 

79 

Sugar 

59 

16 

Fruits and Vegetables and Spices 

5 6'^ 

15 

Other food crops 

1 9* 

•CKT 

Total Non-Food Ciops 

73 3 

19 9 

Total Fibres 

20 9 

57 

Cotton 

18 7 

51 

Jute 

22 

06 

Oilseeds 

34 3 

93 

Dyes and Tanning Materials 

0 03=*= 



Fodder Crops 

14 2*^ 

38 

Plantations 

2 8* 

08 

Drugs and Narcotics 

1 1* 

03 

Total Sown Aiea'\ 

369 1 

— 


@ Agricultural Situation in India November^ 1962, pp 931-2 
* Refers to 1956-57, 

^ Agncultural Statistics 1956-57, Vol I (Summary Tables) 





THE INDIAN RURAL PROBLEM 


r area cultivated Among the food crops, cereals account for 6^06 
per cent of the total area and the staple crops, rice and wheat 
form about 50 per cent of the area under cereals Despite the 
decline m the per capita sown area rssultmg from the relative!) 
fester rate in growth of population, the per capita area under 
^on food crops has increased and has consequently materialh 
reduced the per capita acreage under food crops However, 
durmg the Second World War period there was a large diversion 
of area from non-food crops la food crops under the regulative 
measures of the Grow More Food Campaign Even m the war 
period, the reduction m the acreage of non-food crops was mainly 
noticeable in the case of cotton and jute Other crops showed re- 
markable stability in maintaining the acreage, while the area under 
oilseeds actually showed a tendency to inci'ease. 

The most important food crop throughout the greater port 
of India IS nee It is the chief diet ot the inhabitants of Bengal, 
Assam, Bihar, Orissa and Madras The area under nee is 23 
per cent of the total cultivated area yieldmg a gross output of 
33 6 milhon tons (1 961 '•62) Wheat which has a nutntive value 
higher than that of rice, has a relatively restneted consumption, 
and forms part of the usual diet of the people m the northern 
States of Uttar Pradesh and Punjab and the adjoining tracts 
The area ciopped under wheat is 33 2 million acres or about 
9 per cent of the total area and provides about 11 6 milhon 
tons of^ram (1961 62) There are several species under the 
general heaS of ^'millets’ which are also consumed by the low in- 
come groups of the agricultural population as staple diet Of this 
Jowar or larger millet (Andropogon sorghum) and Bajra or bul- 
rush millet (Penmsetwn typhoideum) and Ragi or buck wheat 
(Eleusme corana) cover sigmficant acreage These are compara- 
tively coarse, inferior and cheap grains The increase in the out- 
put of food crops between 1910 and 1951 was in fact under these 
low nutntious cereals The pioduction of bajra went up by 
101 8 per cent, that of barley by 139 per cent and of jowar by 

32 Economic opinion is divided on the issue whether during the war 
period the diversion from non-food ciops to food crops was actually thc 
lesult of Government measures undei the Oi ow More Food Campaign 
or the inter-action of normal commercial factors. See V K R V Rao 
*‘Grow More Food Policy in India” in The Indian Journal of Agricultural 
Economics, Volume fV, No 1 Match 1949, p 239 
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146 7 per cent, while the pfroduclion of nee during the same 
penod declined by 16 2 pei cent and wheat by 39 5 per cent In 
tact there were violent fluctuations m the production of wheat 
from 1912 to 1922 and a gradual decline till 1927-28 There has 
been a slight upward trend only thereafter 

Fruits and vegetables are useful protective elements m the 
diet of the people The area under fruits and vegetables is only 
5 6 million acres or 1 5 per cent of the total sown area The 
climatic diversity however makes it possible to gi^ow several 
kinds of tropical and semi-tropical fruits m the country In 
Kashmir, North-western regions and Punjab, apples, peaches 
cherries and apricots are grown The Madhya Pradesh and to 
some extent Assam are well known for growing oranges. In 
the plains of Uttar Pradesh, Bihar and West Bengal, Mkdras 
Mlaharashtra and Gujarat, mangoes and bananas are grown The 
output of fruits and vegetables increased from about 20,000 tons 
at the end of the Fust Plan to about 40^000 tons m 1960-61 
and IS expected to rise to about 100,{XK) tons by the end of the 
Tiiird Plan At the present level of production, the per capita 
availability of fruits and vegetables is reckoned, at about I 5 
and 1 0 oz respectively These are quite inadequate compared 
to the minimum nutritional requirement of 3 ozs of fruits and 
10 ozs of vegetables per capita 

Extension of Cultivation 

The extent of the aiea classed under ‘current faSo^s’ and 
other uncultivated land excluding current fallows* would give 
an indication of the potentialities for extension of cultivation 
in India The area under ‘^permanent pastures’ and ‘other grazing 
lands’ as well as the area nndei ‘miscellaneous tree crops and 
groves’ may not be available for cultivation However, the area 
reported under ‘culturable waste’ and the fallow lands can be 
brought under cultivation The cultivable waste land is estimated 
at 1106 million acres or 15 per cent of the classified area. The 
proportion of such lands available for cultivation m 1958-59 is 
as high as 26 8 per cent in Rajasthan, 14.3 per cent in Andhra 
Pradesh, 10 per cent in Madhya Pradesh, and 6 2 per cent m 


Report on the Third Five-Year Plan, p 320 
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IRtar Pradesh According to the Planning Commission, the total 
area that can be reclaimed from this class is reported to be 
only 15 milli on acres of which about two-fifths is in the region 
of Madhya Pradesh and the remainder, mostly in Rajasthan As 
regards current fallows, the five States of Andhra Pradesh. 
Gujarat, Maharashtra, Rajasthan and Bihar record the largest 
acreage and account for about 60 per cent of land under this 
class 

The Government of India constituted m June 1959, a Com- 
mittee to make a survey of land classified ^‘as other imcultivated 
lands excluding fallow lands” and ^Tallow lands other than cur- 
rent fallows’^ and to locate areas where large blocks of land 
are available for reclamation and resettlement The Committee 
has completed its survey of seven States In these, the area of 
waste land available for cultivation in blocks of 250 acres or 
more is reckoned nearly at a million acres. According to the 
Committee, the existmg data are not suffiaently reliable and 
lands classified as culturable waste at the time of settlement often 
continue to be shown as such in the revenue records long after 
they have come under cultivation The Committee has, there- 
fore, recommended that rapid reconnaissance surveys should be 
conducted for collecting detailed information about the types of 
waste lands, the ownership of such lands, their availabahty in 
sizable blocks and the cost of reclamation measures. To sum 
up, there are large gaps in the information at present available 
regardmgTand resources. To secure quick results it is necessary 
that land surveys using photogrammetric techniques should be 
undertaken and data on land use, land improvement, reclamation 
of water-logged salme and alkaline lands and productivity should 
be collected in a systematic manner with a view to drawing up 
further plans 

It IS difficult to draw any definite conclusion on the scope 
for extension of cultivation on the basis of the data available 
At best, the points bearing on this question can only be indicated 
(i) the possibilities of reclaimmg areas for cultivation from un- 
classified areas (situated mostly in arid, mountainous or other 

34 It is difBcult to determine the extent of lands recorded as fallow 
due^o physical conditions or the nature of farming in the years prior 
to lyJO-Sl when the new method of classification has been introduce 
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regions of low productivity) are limited, (ii) similarly, there can 
be no reclamation from the areas classified as 'not available flor 
cultivation,’ (ui) there can be no further encroachment in the 
forest areas as there is a positive need for extending the area 
under forests than curtailing it, and (iv) under the areas 'other 
uncultivated lands and current fallows’ the actual possibilities are 
determmed by the factor of cost and the provision of irrigation 
facihties and State aid and disease control In the short-term. 
It may be possible to reduce the area under current fallows by 
adoptmg a better system of rotatian of crops Extension of 
cultivation may also be facilitated by the extension of irrigation 
and adaption of dry farming system Consohdation of holdings 
or co-operativization of small farms too may release some land 
for cultivation of crops Further measures like controlled graz- 
mg and soil conservation practices on common village land and 
village forests may also help to augment the supply of land for 
crop cultivation However, all these measures put together is 
not likely to lead to any substantial additions to land under 
crops 
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POPULATION 

The significance of population for economic development 
needs hardly any emphasis. India’s population is already rather 
large m relation to her resources, particularly agricultural land 
It has also shown a potentiality for a rapid growth in the near 
future. Obviously, a higher rate of population growth would 
mean that a larger proportion of a given mvestment will need 
to be devoted to the production of essential consumer goods .at 
the expense of mvestment goods industries, this would result in 
slowing down the process of development The pace at which 
the economy will develop seems to be thus conditioned by, among 
other things, the rate of population growth 

The important charactensncs of the Indian population may 
be discussed conveniently under three aspects, namely, the size 
of the population, its growth rate and its age distnbution 

SIZE OF THE POPULATION 

The population of India, accordmg to the 1961 Census, was 
439 million * Of the total world population of 2995 million m 1960 
no fewer than 1679 million or 56 per cent were in Asia.^ A large 
propoEhon of Asia’s millions were distributed in five countries, 
Chma, Japan, Indonesia and India and Pakistan, which together 
accounted for about 1365 imlhon or 45 per cent of the world 
population As a smgle country India holds the second place 
in the world, the population of the People’s Republic of Chma 
having been estimated as 656 million m 1960 Tims the popula- 
tion of the Indo-Pakistan continent is not very far behind that of 
China, while in respect of persons per unit of area, this continent 
is probably more densely settled than any other comparable area 
m the world Every seventh person m the world is an Indian 

t Including Goa, Daman and Diu 

2 Data for 1960 are United Nation’s estimates, see UN Demographic 
Year Book, 1961 


54 



POPULATION 


• 55 


THE GROWTH OF POPULATION 

Table I presents the data relating to the growth of popula- 
tion for the Indian Union territory since 1901 

Table 1 


GROWTH OF POPULATION IN INDIA 1901-1961 


Census yeai 

Population 
(in millions)’^ 

Increase (-f-) 
Decrease (— ) 
during preceding 
decade 
(m millions) 

Decennial pet 
cent variation 

1901 

236 3 


f 

1911 

2521 

+ 15 8 

+ 5 73 

1921 

251 4 

- 07 

- 0 31 

1931 

279 0 

+27 6 

+ 11 01 

1941 

318 7 

+ 397 

+ 14 22 

1951 

361 1 

+42 4 

-1 13 31 

1961 

439 2 

+ 78 1 

+21 50 


^Population figures adjusted to the Indian Union Terutoiy of 1961 
for details of limitations etc , see Census of India, Paper No 1 of 1962 
1961 Census — ^Fmal Population Totals, Government of India (1962) 


Thus during the sixty-year period 1901-1961, India’s popu- ^ 
lation, not counting Jammu and Kashmir, has increased,- by more 
than 84 per cent. While the first twenty-years (1901-21) saw a 
net growth of only about 5 per cent, the next twenty-years 
(1921-41) witnessed a growth of about 27 per cent over the 1921 
population, and the last twenty-years (1941-61) of about 38 per 
cent over the 1941 population The Census Commissioner for 
1951 called the year 1921 ‘^the Great Divide”, implying thereby 
that it marked a turning point in the history of India’s popula- 
tion What India’s population was almost stationary dunng 
the period 1901-21, increases in subsequent decades were beyond 
anything previously experienced, particularly the growth rate of 
mbre than 21 per cent dunng the decade 1951-61 has been des- 
cribed as phenomenal On the basis of the average rates ot 
increase, it can be seen that population increased between 1901- 
21 at the rate of only 3 2 per cent per decade, whereas between 
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1921-61, the increase was at the rate of nearly 18 7 per cent per 
decade 

The mam reason for rapid growth after 1921 is also clear 
enough Till 1921, the high level of birth rates was also accom- 
pamed by relatively high death rates, the latter were a result 
of fammes brought about by crop failures and also the inadence 
of major epidemics The period subsequent to 1921 is characte- 
nsed by an absence of such major calamities, partly as a result 
of substantial reduction m the incidence of fammes and partly 
because of improvements in public health which ehmmated the 
recurrent epidemics After 1921, therefore, a high level of birth 
rates has apparently been associated with a relatively lower level 
of death rates thus resulting in a higher rate of increase in 
population This fact is clearly brought out by the data, pre- 
sented in Table II, relabng to average birth and death rates for 
mter-censal decades 


Table U 

AVERAGE ANNUAL BIRTH AND DEATH RATES 1901-1961 


Decade 

Births per 1000 
population 

Deaths per 1000 
population 

1901-11 

513 

43 1 

1911-21 

49 2 

48 6 

1921-31 

464 

36 3 

1931-%! 

45:2 

312 

1941-51 

39 9 

274 

1951-61 

417 

228 


Population Growth and Industrialisation 

The increments m population since 1921 have thus been re- 
garded as startlmg when compared to previous record. This fact 
should not, however, lead one to the conclusion that the increase 
m population has been responsible for economic stagnation of 
India. For, judged by normal standards, the rate of population 
growth in India, say, before the mcepbcm of plannmg in 1951, 
hasHiot been very high. Durmg the penod 1921-51 the annual 
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rate of population growth was of the order of 1 25 per cent. It 
IS only dunng the last decade that the increase of population 
has been rather high at more than 2 per cent The rate pnor 
to 1951, in fact, is almost comparable to the rate of Western 
Europe for the last 100 yeais or so For instance, the increase 
m England and Wales over the 60 years before 1941 was 44 per 
cent 


According to some scholars, the alarming aspect of the popu- 
lation problem is, perhaps, not so much the absolute increase 
m the size of population during the first half of this century, 
but the fact that the mcrease in population has not been accom- 
panied by an adequate mcrease m the rate of industnalisation 
comparable to, say, that of Europe or the UK However, the 
large absolute increase does have an adverse effect on the man- 
land ratio in the agricultural sector as well as the country as 
a whole Further, it becomes a gigantic task to> absorb a large 
number of new entrants into the working force in the non-agricul 
tural sector The high birth lates which have been prevailing 
m India, as m most other under-developed countries, lead to a 
""young’' population in which the papulation of workmg ages 
tends to be a relatively low proportion of the total, and the 
burden of dependents tends to be high This latter fact restricts 
considerably the ability of the economy to generate the savings 
necessary for rapid industrialisation As a result, agriculture 
continues to be the chief employer of the working force 

INDUSTRIAL DISTRIBUTION OF WORKERS 

• 

The preponderance of agricultural employment in India is 
evident in Table III which shows the distribution of persons 
working in rural and m*ban areas and in the country as a whole, 
by sex, among the different industrial categones These data 
from the 1961 Census show that nearly 72 per cent of the workers 
are engaged in agricultural activities or what is called the ‘primary 
sector' In developed countries of the West, on the other hand, 
this sector employs between 6 and 20 per cent of the total 
workers 

Changes in the definitions and classification adopted m succes- 
sive censuses render difficult the task of compiling a historical 
senes to compare the industrial distribution of workers^ over 
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PERCENTAGE DISTRIBUTION OF THE WORKING FORCE IN INDIA 
AND IN RURAL AND URBAN AREAS, BY INDUSTRIAL 
I CATEGORY AND SEX 1961 
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time However, a senes prepared on the basis of the 1961 Cen- 
sus definitions and classification shows that the workers in the 
agricultural sector have constituted more than 70 per cent of 
the total working force throughout the present century Even 
the massive investments in industnes and other non-agnculturai 
activities that have been made since the advent of economic 
planmng have not had much effect on the employment pattern 

Between 1951-61, the percentage of the working force en- 
gaged in the primary sector has declmed only by 0 34 points 
but that in the secondary sector (including minmg and quarry- 
mg, household industry, other manufacturing activities and cons- 
truction) has increased by 1 57 points to 12 19 The tertiary 
sector, which has been subject to a number of qualitative changes 
now employs slightly lower percentage of the working force 
than in 1951 

As IS to be expected, there are marked differences in the 
mdastual distribution of the working force in rural and urban 
areas In rural areas nearly 83 per cent of the workers are en- 
gaged in the primary sector Employment in the secondary sec- 
tor IS largely m the household industry. Even m the tertiary 
activities, retail trade, public and medical and health services, 
education and other miscellaneous services employ a large majo- 
rity of the workers m the sector 

In the urban areas, on the other hand, only 117 per cent 
of the working force is engaged in agricultural acuities. In 
fact, one may be surprised that this percentage -is as high as it 
IS. The explanation lies m the vegetable gardens close to urban 
areas, the inclusaon of rural fnnge within the admimstrative 
boundaries of urban centres and the classification of gardeners 
and workers on public parks, etc , in the categories of the primary 
sector. One-third of the workers m urban areas are employed 
in the secondary sector and most of them in non-household ma- 
nufacturing, reflecting the concentration of the organized industry 
in urban areas Nearly 55 per cent of the urban workers are 
engaged in the tertiary sector, the mam activities being retail 
and wholesale trade, transport, communications, public services, 
education, and domestic service It is interesting to note, how- 
ever, that of the total non-agncultural workers in the country. 
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numbermg 53 1 millions, more than half (29 8 milliom) work 
m rural areas 

The outstanding feature of the occupational pattern remains 
the preponderance of agricultural employment The rate of popu~ 
lation growth recorded dunng the past four decades has led to 
d considerable increase m the pressure of population on land 
Despite the efforts to reclaim land and extend cultivation, the 
cultivated land has not increased pati passu with the increase 
in population As a result, not only the available land per 
capita but also the amoimt of cultivated land per person engaged 
in agriculture has been steadily shrinking since 1921 

Density of Fapulation 

At this stage a word may be said about the density of popula- 
tion The density of population varies from one area to another 
due to numerous factors, the impact of each of which cannot be 
clearly assessed The more important factors affectmg the density 
are the conditions of rainfall, availability of irrigation facilities, 
the configuration of land, fertility of soil and the development of 
resources m general The 1951 census attempted a scientific 
classification of natural zones into five broad regions purely from 
the point of view of topography. On the total area of 1,269,640 
square miles there was in 1951 an average density of population 
of 285, about six times the world average However, the densities 
actually varied from below 6 m parts of Kashmir to 1,015 m 
Travancore-Cochin Particularly m Cochin there were rural areas 
with as high a d(msity of population as 2,000 or 4,000 Such dense 
rural concentrations are noticed only m China and Jawa The 
high density sub-regions were the Lower Gangetic Plams, the 
Upper Gangetic Plains, Mlalabar-Konkan, South Madras and 
North Madras and Orissa Coastal Areas The density vaned from 
461 in North Madras and Onssa to 832 m the Lower Gangetic 
Plains giving a total average density of 660 for the whole region. 
Thus, approximately one-half of the population of the country 
was concentrated on less than one-quarter of the area. This 
concentration may be possibly explained by the favourable 
topographical components of this region in point of mcidence of 
rainfall and a favourable distnbution of land among the different 
rainfall belts. The medium density sub-regions were the Trans- 
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Gangetic Plains* South Deccan, North Deccan, and Gujarat- 
Kathiawar, the average density here was 260 with a variation from 
226 lo 332 The low density sub-regions composed the Desert 
Area, Western Himalayas, Eastern Himalayas, North-West Hills, 
North-Central Hills and North-East Plateau The average 
density m this region was 129 with a range of variation from 192 
to 61 On the whole, the six sub-regions covered a little less 
than half the area whereas the population was between one-fifth 
and one-fourth of the total population 

It IS possible to accoimt for the increase in population in 
these respective natural regions only in very broad terms based 
on the economic changes that have occurred dunng the last 50 
years The population mcreases in the higher density regions have 
been facilitated by the construction of extensive canal irrigation 
systems, growth of plantations m the Brahmaputra Valley, Cochin 
and Travancore, minmg and industrial development m some 
of the regions and reclamation of waste lands. In the medium 
density regions also, the causes mentioned above might have 
operated and, therefore, a part of the increase m papulation is 
ascribable to them As some of the sub-regions m this group were 
comparatively older among the settled regions, the scope for 
further development of land here might have been relatively small 
and, therefore, possibly the increase m population was corres- 
pondmgly smaller. One significant feature is that all the high 
density regions have been old centres of civilization and have 
been populated densely from historical times. Other contributing 
factors affecting the density of population m -different regions 
might be imimgration of population, vaganes of the monsoon 
recurrmg famines and epidemics 

The 1951 census had also indicated that during the 30 years 
1921-1951 population m North-West India was increasing at the 
fastest rate, closely followed by West and South India, while 
North (UP) East and Central India were growing by only two- 
thirds or less of the rates of the three regions. This trend was 
continued in 1961 by North-West, North (UP) and West India 
and even South India with the exception of M'adras and Andhra 
Pradesh Central India, freed from malaria and scarcity, also 
showed an upward swing, while East India recorded a remarkable 
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Dunng the last decade population grew 62 per cent faster 
than the rate at which it grew dunng the penod 1941-1951 The 
States which contributed more than others to this unprecedented 
increase arc listed in Table IV 

Tabie IV 

STATES SHOWING A RATE OF GROWTH OF 40 PER CENT OR 
MORE THAN THAT BETWEEN 1941-51 



State 

Rate of 

Growth 

Percentage increase of 
Column 

(2) over Column (3) 



1951-61 

1941-51 


(1) 

(2) 

(3) 

(4) 

t 

Assam 

34 45 

19 28 

78 7 

2 

Bihar 

19 78 

1027 

926 


Gujarat 

26 88 

18 69 

43 8 

4 

Madh>a Pradesh 

24 17 

8 67 

178 8 

5 , 

Orissa 

19 82 

6 38 

2107 

6 

Punjab 

25 86 

0 21 

12,214 3 

7 

Rajasthan 

26 20 

15 20 

724 

8 

Uttar Pradesh 

16 67 

1182 

410 

9 

West Bengal 

32 79 

13 22 

148 0 


Source Census of India, Paper No 1 of 1962, 1961 Cemus— Rnal 
Population~Totals, p xn 

Although tfie areas of high increase are fairly distributed 
dll over the country, there are appreciable vanations in the rates 
of growth among Zones and States and even among well defined 
areas withm a State Not all the vanations lend themselves to a 
ready explanation Thus, one would have expected Kerala (2476 
per cent) with a high hteracy rate and pressure of population to 
have grown at a lower rate as has apparently happened m Madras 
(11 85 per cent), where, apart from considerable out-migration 
from the State the birth rate is probably lower than in other parts 
of the country. Increases during the past decade in vanous Slates 
and even more spectacularly in the Union Temtones present a 
picture of a basin filling up rapidly, not only m the depressions 
hke/-<}ujarat, Madhya Pradesh, Onssa or Rajasthan but even in 
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the nm like Assam, West Bengal and Punjab The higher rate of 
increase m Assam may be explained by miniigration of labour 
mto plantations, mines, oil areas, railway and road projects as 
well as immigration from East Pakistan, in West Bengal the 
increase is due to the influx of displaced persons from East 
Pakistan, Tibet and Nepal and to the exceptional increase of 
population m centres of Railways and Communication, m indus- 
trial centres around Asansol and Calcutta and m the newly 
established indiistnal and multi-purpose project centres like 
Asansol, Durgapur, DVC, Mayurakshi basins 

Tile average density for the country as a whole in 1961 was 
373 per square mile; the density vanes from 1127 in Kerala or 
1032 in West Bengal to 153 in Rajasthan or 124 m Himachal 
Pradesh 

Urbanisation 

It IS appropriate to note here that there has been a steady 
trend towards urbanisation of the Indian population even prior to 
the inception of planned development ot the country. Even in 
this regard the pace of growth has been much quicker smce 1921 
than m any previous period Data presented m Table V bring out 
the trend in urbanisation since 1881 It can be seen that in recent 


Table V 

TREND IN URBANISATION ^ 

(PopulaUon in miihons) 



1881 

1921 

1931 

1941 

1951 

1961@ 

Total Population 

2502 

305 5 

338 2 

388 8 

3612^ 

4392 

Urban 

23 0 

31 3 

37 5 

49 6 

62 6 

78 8 

Percentage to total 

92 

102 

11 8 

127 

17 3 

17 94 

Rural 

227 2 

274 2 

300 7 

339 2 

298 6 

360 4 

Percentage to total 

908 

89 8 

88 2 

87 3 

82 7 

8206 


* Figure refers to the Indian Union 

@ The definition of towns in the 1961 Census has changed 
SQmce Compiled from the Census of India Renorts 
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decades urban population has tended to grow somewhat more 
than twice as fast as the total population For instance, the rate of 
urbanisation during the decade 1931-41 was 31 per cent, this 
percentage rose to 40 during the next decade This rate of 
urbanisation during 1941-51 was rather imusually high because of 
War and Partition Dunng the decade 195 1-6 L however, urban 
population has increased by about 26 5 per cent This smaller 
rate of growth was partly because of the change in the definition 
of the town adopted for the 1961 census Thus, while at the 1951 
census the number of cities and towns was reckoned at 3,057, that 
m 1961 was reduced to 2 690 because of the application of more 
rigorous tests of towns Inspite of decrease in the number of 
towns, however, the total urban population estimated at 62 3 
million m 1951 increased to 78 8 million m 1961 There was thus 
an increase of 16 5 million in the urban population despite the 
elimination of more than 300 places formerly recorded as towns 

Despite this pace of urbanisation, the percentage of rural 
population to the total is still as high as 82 03 (1961) This high 
percentage can be compared to that in developed countnes such 
as USA, UK, France and Canada where it stands at about 
36, 20, 47 and 36 respectively In part, of course, the small pro- 
portion of urban population reflects the meagre development of 
large-scale industries As can be seen m Table III, the population 
employed m the organised sector of manufacturing mdustnes was 
only about 8 millions or 4 2 per cent of the working papulation 
in 1961 — 


AGE DISTRIBUTION AND PROSPECTIVE GROWTH 

Another important characteristic of the Indian population is 
what can be called as heavy youth dependency. Something of the 
order of 40 per cent of the total population is in the age group of 
15 years and below, a little less than 60 per cent is m the age 
group of 15-64 and a small fraction of 2 3 per cent falls into the 
group of 65 years and above The general picture presented by 
the structure of the population is one of a broad-based pyramid 
that tapers rapidly with age This pattern of age distribution which 
has characterised the papulation all along this century has certam 
important economic implications. At the outset this distnbution 
implks that the productive population constitutes a relatively 
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smaller .proportion of the total populatioitj For instance, the popu- 
lation of working ages, i.e , in the group of 15-59 years, formed 
in 1961 hardly 545 per cent of the total The actual working 
population was of the order of about 43 per cent of the total 
population^ It, therefore, follows that the extent of dependency 
on the income earners is very much high Such high dep^endency 
ratio which generally characterises the population of many under- 
developed countries increases the pressure of consumption on the 
average mcome per earner and thereby reduces the savings 
potential A high dependency ratio thus acts as a restraint on the 
potential ,pace with which the economy can develop 

The heavy youth dependency has also an important implica- 
tion for the future trends in population growth. According to 
Sundburg the number of persons m the age group 0 to 14 years 
per 1,000 population should be around 400, 330 and 200 in 
progressive, stationary and regressive population respectively 
Judged by this criterion, the number of 410 in this age group for 
India goes to emphasize that the population is still progressive 
and youthful It can be thus argued that the possibilities of 
accelerated growth have not yet been exhausted despite the 
unprecedented growth recorded during the last decade 

Moreover, mortality rates can and will declme further, 
although probably at a slower pace Unless fertility rates declme 
simultaneously, and at a rate higher than that of declme in morta- 
lity rates, the growth rate of the population holds prospects of 
a further increase If fertility rates remain at their pr^nt level, 
the higher rate of growth will lead to a somewhat younger age 
distribution than at present and the burden of dependents is likely 
to rise further. There will, however, be an almost immediate 
reUef in this respect if the fertility rates show some decline 

Projectiom of Population 1976 

It is very difficult to provide any dependable projections of 
the future population growth Changes in birth and death rates 
are known to be of a most complex nature In India stress is 
already being laid on family planning but it is difficult to decide 
how eflecUve such efforts would be over the next 10 or 15 years 

^ working age adapted for the 1961 census was 15-59 years, 
while for the 1951 census the age group was 15-64 
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Howevet, it is nonetheless desirable to have some indications 
the future trend m population growth A study group assisted by 
the Registrar-General and the Central Statistical Organisation has 
prepared the estimates of the likely population for the next 15 
years.'^ These estimates are given in Table VI 

Tablf VI 

ESTIMATES OB POPULATION GROVTfH FOR 1966, 1971 AND 1976 

(In millions) 


Year 

Total 

population 

Male 

Female 

1961 

4392 

226 3 

212 9 

1966 

491 5 

252 7 

238 8 

1971 

554 7 

284.8 

269 9 

S976 

625 1 

320 2 

304 9 


Source Report on the Third Five-Year Plan, p 751 

These population projections, based as they are on some 
assumptions, are somewhat speculative in character and therefore 
the actual growth of population may deviate from the above 
figures, and yet, the projections brmg out the enormousness of 
the task involved in providmg for such a huge population. In such 
conditions a large part of the mcrease in output would be 
absorbed*^ the growth of population. That is why the Third 
Plan has emphatised that ‘^the objective of stabilising the growth 
of population over a reasonable period must, therefore, be at the 
very centre of planned development The programme of family 
planning mvolvmg intensive education, provision of facilities and 
advice on the largest scale possible and widespread popular effort 
m every rural and urban community has, therefore, the greatest 
significance The appeal for family planning is based 
not merely on quantitative considerations but also qualitative 
factors, "‘family limitation or spacing of the children is necessary 
and desirable in order to secure better health for the mother and 

4 For details see Report on the Third Five-Year Plan, Planning Com- 
mission, Government of India fl961) p 750 
S.Hbid, p 25 
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better care and upbnngmg of children Measures directed to this 
end should, therefore, form a part of the public health 
programme.”® Before reviewing the progress made in the pro 
gramme of family planning it is necessary to discuss briefly the 
question of public health 

HEALTH AND EFFICIENCY 

The efliciency of work either m agnculture or mdustry is 
determmed by the energy and capacity of the workmg population 
The latter are largely the products of the state of public health m 
the country Ensurmg a certain minimum of physical well-being 
and creatmg conditions favourable to greater efficiency and pro- 
ductivity IS, therefore, part of a more positive population policy 

Reference has already been made to the substantial dechne 
m death rates particularly since 1921 In a way this in itself is a 
reflection of the achievements of the country in banishing the 
famines and also m improving public health Along with the 
substantial reduction in the mcidence of famines and scarcity, the 
control of epidemic diseases has made rapid stndes since 1918 
The most spectacular programme, the one that no doubt made 
a most immediate impact on mortality rates, was the nation-wide 
anti-malaria campaign Malaria used to claim two milhon deaths 
every year prior to 1951. The anti-malana measures undertaken 
dunng the two Five-Year Plans have resulted in a marked declme 
in the annual mcidence of the diseases from 75 million cases in 
1952-53 to about 10 million cases m 1960-61 In controliing other 
commumcable diseases like filaria, tuberculosis, leprosy and 
venereal diseases also appreciable progress has been made 
Although the incidence late of tuberculosis has remained more 
or less the same both in rural and urban areas, mortality from this 
IS showing signs of decline. A massive BCG campaign has 
attacked TB.; dunng the Second Plan about 120 million persons 
were tested under the BCG, vaccination campaign Already 1 35 
Study and Treatment Centres for leprosy have been set up and 
100 more such centres would be added during the Third Plan. 
While plague is now practically a thing of the past, cholera and 
smallpox are quickly contamed wherever detected A more 
important positive development for rural population is the fact 

6 Report on the First Five-Year Plan (1952). p 522 
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that about 2,800 prtoiary health units have been established 
covering most of the development blocks However, infant mortar 
hty rate is still very high, estimated at about 146 per thousand 
during 1958-59 in rural India, compared to 22 per thousand in 
England dunng the same period Similarly, maternal mortality 
in India is estimated at 12.4 per thousand live births which is 
also very high On the whole, however, one could say that sub- 
stantial progress has been made in reclaiming the population from 
the jaws of death The overall improvement in public health ls 
reflected in the data relating to expectation of life which has gone 
on increasing from 27 years m 1921-31 to slightly more than 45 
years m 1961 The relevant data are presented in Table VII 

Table VII 

EXPECTATION OF LIFE 1911-61 

Expectation of life at birth (years) 


Period 

Male 

Female 

1911 

22 59 

25 54 

1921-31 

26 91 

26 56 

1931-41 

32 10 

3140 

1941-51 

32 45 

3166 

1951-61 

41 9 

406 


Sources Censjis Reports 

The reduction in the rate of mortality is, however, only half 
the battle, the other half, the rather undramatic part, of the 
battle consists m lowering morbidity rate which is still high Here 
It is mainly a question of makmg up nutritional deficiency and 
thereby reducing the vulnerability to diseases The broad features 
of the problem of nutrition are weU-known Generally in most 
parts of India the diet is composed of cereals and is lackmg in 
protective and body-bmlding foods such as milk, meat, eggs 
vegetables and fruits. The Diet Surveys undertaken between 
1935-48 at the mstance of the Indian Counal of Medical Re- 
search indicated that ‘'the average diet of an Indian is lopsided 
pniTsrily because of its high cereal contents The other notice- 
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able feature is that the diet lacks m adequate amounts of protec- 
tive foods leading to inadequacy and very often to total lack of 
protems of good quality Inadequacy of minerals and loss of 
the important vitamins m varying degrees is the other impor- 
tant feature”^ This serious malnutrition is obviously an impor- 
tant cause of high mfantile, maternal and general morbidity rates 
m India Of course, if the aim is to provide a nutritionally ade- 
quate diet to the entire population, this would pose the more 
basic problem of the large gaps between the requirements so 
assessed and the available surpluses 

FAMILY PLANNING 

In an already thickly populated country like India an in- 
crease m population or man-power resources does not strengthen 
the economy but m fact weakens it Unless, therefore, measures 
are initiated to brmg down birth rate and thereby reduce the 
rate of population growth, obviously, an increasing amount of 
etfort on the part of the commumty will be used up only in mam- 
taining the existing standards of living. Thus, ‘'a rapidly grow- 
ing population IS apt to become more a source of embarassment 
than of help to a programme for raismg standards of living'^ 
Adoption of a programme of family planmng is, therefore, an 
essential condition for securing a more rapid rise in living stan- 
dards Fortunately, enquines conducted regarding the attitudes 
of the rural population towards the acceptance of the birth con- 
trol techniques have revealed that there is no serious psycholo- 
gical or sociological resistance to such techniques The programme 
of family planning has assumed a greater sense of* urgency in view 
of the rapid growth of population witnessed during the last decade. 
Great stress has, therefore, been laid on the programme in the 
Third Plan in which a provision of Rs 27 crores, which could 
be raised to Rs 50 crores, has been made. The programme 
involves intensive education, provision of facilities and advice 
on a large scale and widespread popular effort. Within the pro- 
gramme of family planning, sterilisation undertaken on the basis 
of voluntary choice has also a valuable contnbution to make 

7 For a detailed discussion of the problem of nutrition, see the Chapter 
on “Food Supply and Nutrition” 

8 Report on the First Five-Year Plan, p 23 
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During the> Third Plan facilities for stenlisation will be extended 
to district and sub-divisional hospitals and also to such primary 
health centres as have the necessary facilities for surgical work 
The success attained in the sterilisation campaign m the rural 
areas of Maharashtra has been very encouraging The ultimate 
aim of all these programmes is to reduce the countiy’s popula- 
tion growth from its present level of more than 2 per cent per 
annum to about 1 per cent by 1976 To what extent the pro- 
gramme will be effective in reducing the birth rates will of course 
depend upon the ability of the administration to arouse the inte> 
rest of the rural population and instil among them a strong moti- 
vation towards family limitation and also the extent of resources 
allocated for the provision of various facilities 

CONCLUSION 

The mam features of the Indian population could now be 
summed up In the first place the present size of the popula- 
tion IS rather large being the second largest among the national 
populations of the world. Secondly, the density of population 
IS very much larger than in any of the other countries with 
extensive land areas like Russia, U SA , Australia, Canada and 
Brazil The occupational distribution of population shows a 
heavy dependence on agriculture despite efforts at industrialisa- 
tion in recent decades. In the context of the large size, the fastei 
rates of population increase recorded since 1921 have lent a 
* sharper edge to the population problem The rapidity of the 
population growth is pnmarily due to the abolition of famines 
and epidemics which were mainly responsible for keeping the 
population at an almost stationary level pnor to 1921 Tlius, 
although birth rates have been apparently subject to only slight 
variations, a major change has come about m respect of death 
rates It is against this background that the prospects of growth 
in the near future have to be assessed, it seems that the poten- 
tialities for rapid growth ate inherent in the age-structure of 
the population itself The age-structure also implies a heavy 
youth dependency which is likely to persist for a considerable 
length of time Some estimates made about the prospective size 
of the population indicate that the population may reach as 
high a level as 625 million by 1976. The question that, there- 
fore, needs to be asked is would it be possible, with the given 
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agricultural resaurces, to provide far such a large population'^ 
Although there are potentialities for increasing the food supply 
substantially, this does not mean that fears about population 
growth are wholly mistaken A reduction in the birth rates 
from the present high levels has immediate economic advantages* 
irrespective of the question of how many people it would be 
possible to mamtain with India's agncultural resaurces The 
pace of economic development depends on the diversion of re- 
sources from consumption to investment which raises the output 
A population with a high ratio of dependency consumes more oi 
a given output and devotes less to mvestment. Thus, high fer- 
tility, which produces a high level of dependency, promotes 
consumption at the expense ot mvestment Moreovei, there is 
also the equally important need to improve the quality of popu- 
lation by providing a nutntionally adequate diet In this context 
therefore, the programme of family planning has been accepted 
as part of economic development plans for the country. Field 
mvestigations have also shown that the rural population is res- 
ponsive to efforts in this direction. In the Third Plan a sizable 
amount has already been provided for this programme Whether 
the ultimate aim of reducing the birth rate by any appieciable 
margm will be achieved wmid seem to depend upon the ability 
of the administration to create a consciousness of the problem 
among the rural population In a way, a slower rate of growth 
of India’s population would tend to ease the problem of econo- 
mic development itself 



Chapter lU 


FOOD SUPPLY AND NUTRITION 

Food supply in India has been inadequate both in quantity 
and in quality, which has led to the widespread prevalence of 
undemutrition and malnutntion in the country Undemutrition 
refers to the insufficiency of the quantity of the diet The 
continuation of undemutrition for a penod of tune results in 
loss of body wei^t for the same physical activity or to reduced 
activity for the same body weight, or both In the case of chil- 
dren, undemutrition retards physical growth Malnutrition which 
refers to the quality of the diet, arises from lack of adequate 
amounts of proteins, essential minerals and vitamins Thus the 
diet may be quantitatively sufficient, but it may still be unbalanc- 
ed, because it is composed heavily of cereals and starchy foods 
with too few of the protective foods such as meat, nulkg fmits 
and vegetables Malnutntion persisting for a long period impairs 
health and vitality and results in a variety of deficiency diseases 
Malnutrition and undernourishment contribute to reduced resis- 
tance to diseases, aggravating their mcidence, increased child 
mortality and a shorter span of life They also adversely affect 
working efficiency of the population 

HISTORICAL 

The inadequacy of the Indian diet, both quantitatively and 
qualitatively, has been pointed out in the past by various autho- 
rities As far back as 1880, the Famine Commission m India 
estimated the output of foodgrains at 52 million tons and con- 
sumption at 47 million tons, thus leaving a surplus of 5 million 
tons, at the same time the Commission sounded a note of warn- 
ing that excessive pressure of population on the land was result- 
mg in inefficient cultivation The Famine Commission of 1898 
sjgmficantly observed that whatever may have been the normal 
annual surplus of foodgrains in 1880, the ‘present’ surplus can- 
not be greater than that figure It is possible that, for a time. 
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improved cultivation and extension of irrigation helped to main- 
tain an equilibrium between growth of population and food sup- 
ply but soon this balance was upset In 1914, the Prices Enquiry 
Committee emphatically declared that population had increased 
by a larger percentage m the period under enqmry (1890 to 
1912) than either the total area under cultivation or under food- 
grains; in other words, the requirements of foodgrains for internal 
consumption had maeased by a larger proportion than the total 
production of foodgrains This, m the opmion of the Committee, 
was due to the substitution of non-food for food crops and the 
inferior quahty of the new areas brought under cultivation which 
naturally meant a comparatively low produclivily The Famine 
Inquiry Commission of 1945 pointed out that 30 per cent of 
the Indian population did not get enough to eat in normal times, 
while the food of a great majonty of the rest was unbalanced 

The earliest report on certain aspects of public health in 
rural areas in India was pubhshed nearly three decades ago 
Sir John Megaw conducted an enquiry on food consumption in 
several Indian typical villages m 1933 The investigation showed 
that only 39 per cent of the people were adequately nourished, 
41 per cent poorly so and 20 per cent came under the category 
of ‘very badly nounshed' Bengal, with proportions of 22 per 
cent, 47 per cent and 31 per cent under these three classifica- 
tions respectively, was the worst of all the regions The maiu^j 
conclusions of the Report were (i) m nearly 40 per cent of the 
villages, the population was excessive in relation to the food 
supply, as a result of which India had a very poorly nounshed 
population, (ii) the average span of life was less than half of 
what It might be, (in) periods of food scarcity or famine occurred 
m one village out of every five duimg a ten-year period in 
which there was no exceptional failure of the rams, and 
(iv) in spite of the high death rate, the population had been 
increasing much more rapidly than the output of food and other 
commodities. 

Even before the World War II, India was expenenemg a 
sizable shortage of foodgrains It was m the beginning of the 
third decade of the present century that India became a net 
importer of foodgrains Its imports of foodgrains went on 4p- 
1-4 
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creasing gradually and in 1939 they totalled well over two mil- 
lion tons They consisted mostly of rice from Burma 


Table I 

IMPORTS AND EXPORTS OF FOODGRAINS 1920-40 





(In Idkhs of 

tons) 

Five-year period 


(AveragL for five-yea? penod) 
Imports Exports Net imports 

1920-21 to 1924-25 


114 

98 

16 

1925-^6 to 1929-30 


15 9 

83 

76 

1930-31 to 1934-35 


18 4 

57 

12 7 

1935-36 to 1939-40 


20 7 

69 

13 8 


Source Census of India, 1951, Vol I, Part I-A Report (1953), p 166 

The increase in the net imports was mainly a result of the 
rapidly mcreasmg population and the decline m the per capita 
area of cultivated land since 1921 The latter actually declined 
from 111 cents m 1921 to 104 cents in 1931 and 94 events in 
1941' 

Eiects of World War 11 

The food situation in India became noticeably acute durmg 
the World War 11, particularly after the cessation of imports 
of rice from Burma m 1942 With the pressure of war demands 
on the one hand and growing difficulties in mobilismg available 
supplies, on the other hand, due mainly to increased hoarding 
by producers and traders, foodgrain prices increased sharply 
Some of the factors responsible for the increased demand for 
food were the additional requirements for a million evacuees 
and war prisoners and for a large foreign army stationed in 
India and the increase in internal consumption consequent on 
the new recruits to the array and the workers in the war indus- 
tries consuming food in larger qumtity than before the war On 
the supply side, the position had definitely deteriorated Further, 
there were transport bottlenecks which caused acute shortages 


Census of India, 1951, Volume I, Pari I-A Report (1953), P 141 
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m certam areas within the country As the Central Government 
then hesitated to adopt any bold comprehensive policy, the seve- 
lai provinces tried to tackle the problem without any co-ordi- 
nated plan While efforts were made to grow more food, the 
net imports ot foodgrams steadily decreased from 2.15 million 
tons in 1939 to I 23 million tons in 1940 and 0 5 million tons 
in 1941. In 1942, exports exceeded imports by 02 million tons 
The prospects of increased food pro-duction appeared uncertain 
as there was no defimte policy initially for regulating relative 
prices or for increasing production effectively 

Government tried to evolve a policy of pnee control of 
foodstuffs through an extended process of tnal and eiror India 
had to go through the experience of failure of supplies, black 
market, hoarding and break-down of the distnbutive machinery 
This was in contrast to the successful food policy adopted in 
various countries directly involved m the war Price controls 
were adopted m a piecemeal manner and there was no co-ordi- 
nation between the various provincial policies Even after three 
>ean:s of conf;:rences and debates, the Government of India were 
not in a position to take over the entire procurement operations 
and assure to every citizen adequate food at reasonable prices 

Bengal Famine 

The failure of admimstiation in India in the initial years 
of the war to meet the emerging situation created an unprece- 
dented cnsis in Bengal The Bengal famine of 1943 was a tra- 
gedy which caused the deaths ot probably one aiid a half mil- 
lion people Instances were recorded of sales of land m ex- 
change for a Weeks's supply of food The famine meant a com- 
plete disruption of the socio-economic life of Bengal The 
Commission under the Chairmanship of Sir John Woodhead 
which reported m 1945 revealed that the problem was not merely 
one of relief for the destitutes, it reflected a long-run mal- 
adjustment between the supply and demand for food The Famine 
Inquiry Commission laid the blame not only on the Govern- 
ment of Bengal which ought to have taken steps to control supi- 
plies effectively and to distnbute them at reasonable prices but 
also on the Government of India which ought to have established 
A system of planned movement of foodgrams from surplus 
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deficit provinces They concluded. "^Society, together with its 
organisations, failed to protect its weaker members. Indeed, 
there was a moral and social break-down, as well as administra- 
tive break-down 

Effects of Partition 

The Partition of the country in August 1947 aggravated the 
problem of food supplies in India. Of thb total area of about 
1.58 milhon square miles of undivided India, as much as 22 8 
per cent went to Pakistan and only 77 2 per cent remamed m 
the Indian Union On the other hand, as much as 808 per 
dent of the total population of 417 million remained in the Indian 
Union, while only 19 2 per cent was in Pakistan^ Similarly^ 
Pakistan obtamed about 30 per cent of the total imgated area 
of 70 million acres of undivided India. Of the total area of 81 
million and 35 million acres under rice and wheat respectively 
in undivided India, Pakistan got as much as 28 per cent and 30 
per cent respectively Thus in the case of these two major food 
crops, the position became relatively unfavourable to the Indian 
Umon Similar situation developed m regard to the two mam 
commercial crops, namely, cotton and jute Pakistan’s sliare m 
the total area under them being 23 per cent and 76 per cent 
respectively As a result, India was faced in the immediate 
post-Partition period with the problem of aggravated shortages of 
foodgrains and raw materials. 

CURRENT NUTRITION SITUATION 

c 

The information about the current nutntion condition of 
the people in India is available mainly from two types of sources 
Food balance sheets which can be prepared from the figures of 
food production adjusted for trade stocks and non-food utiliza- 
tion, provide useful data onl the average per caput food supply 
for individual commodities at the retail leVel They also show 
the contents of the average per caput food supphes in terms of 
calories and nutrients However, food balance sheets do not 
provide any mformation on variations between different socio- 
economic groups m the country Such information on the dis- 

2 Final Report of the Famine Inquiry Commission (1945), p 107 
^ C N Vakil Economic Consequences of Divided India (1950), P 69 
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tnbution of food within the population and the factors influenc- 
ing It IS available from diet surveys conducted by the Indian 
Council of Medical Research (ICMR) 

Under-nutrition 

The daily average per caput calorie requirements as revised 
by the Nutrition Advisory Committee (NAC) m 1958 for th<e 
moderate level of physical activity are of the order of 2,250 
to 2,300 at the retail level The average daily protein allowance 
made by NAC works out to 62 grams per head The actual 
food availability for the period 1956-59 which is estimated by 
Dr P V. Sukhatme/ after making necessary adjustments to the 
food balance sheet data, together with the calone and protein 
contents are shown below* 


Table II 

PER CAPUT DAILY FOOD SUPPLIES FOR INDIA DURING 1956-59 



Quantity m 
grams 

Cialones 

Protems m 
grams 

Cereals 

375 

1,324 

30 8 

Roots and Tubers 

30 

28 

04 

Pulses and Nuts 

65 

203 

12 5 

Sugarcane {Gur) 

45 

158 

05 

Vegetables and Fruits 

SO 

30 

09 

Meat 

4 

6 

05 

Eggs 

1 

1 

01 

Fish 

7 

"4 

06 

Milk 

140 

118 

52 

Oils and Fats 

11 

97 


Total Calories 


1,970 


Total Proteins 



515 

a) Animal Proteins 



64 

b) Vegetable Proteins 



45 1 


Thus per capita supplies of calones and protems available 
during 1956-59 work out to be 1,970 calones and 51 grams per 
day respectively as against the average per capita requirements 

4 P V Sukhatme* '*The Food and Nutntion Situation m India (Part 
1),’^ Indian Jaurnal of Agriculmd Economics, Vol XVII No 2, 

June, 1962, p 5 > , 
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of 2.300 caloiTi'es and 62 grams of protems per day Table il 
also reveals preponderance of cereals which contribute as much 
as two-thirds of per caput calorie supplies and a significant defi- 
ciency of protective foods espeaally animal products which 
account for less than 7 per cent of the average calorie supplies. 
The diet surveys conducted by the Indian Council of IVfedical 
Research dunng 1935-48 and 1955-58 also confirm these findings 

Table HI 

COMPARISON BETWEEN A BALANCED DIET AND THE ACTUAl 
FOOD INTAKE IN INDIA 


Ounces per Consumption Unit per 
Balanced Average intake of food- 


Items 

diet^ 

stuffs in 

1935-48^ 

India 

1955-58’ 

1 

Cereals 

14 

16 62 

16 59 

2 

Pulses 

3 

2 26 

2 39 

3 

Vegetables 
(a) Leafy 

4 

0 85 

071 


(b) Others 

6 

4 10 

3 20 

4 

Fruits and Nuts 

3 

0 58 

0 21 

5 

Sugar and Jaggeiy 

2 

0 67 

071 

6 

Oils and Fats 

2 

0 92 

0 52 

7 

Milk and Milk Products 

10 

3 31 

281 

8 

Meat and Fish 

3 

1 0 94 


9 

Eggs » 

one egg 

047 


II would be observed that except for cereals, the consump- 
tion of which was more than the quantity needed for a balanced 
diet, the average consumption of all the items was below the 
recommended levels of intake The deficiency in the consump- 
tion of pulses and non-leafy vegetables is relatively small as 

5 W R Aykroyd The Nutntive Value of Indian Foods and Piannmg 
ot Satisfactory Diets (Health Bulletin No 23) Fifth Edition by V N 
Patwardhan and S Ranganathan, Government of India (1956), p 16 

6 Indian Council of Medical Research — Special Report Series No 20 
Results of Diet Surveys m India, 1935-48, p 18, Table No 1 

^ C G Pandit and K S Rao Nutrition m India, 1946-58, Indian 
Council of Medical Research (1960), p 20 
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compared to thb other items of the diet The intake of protec- 
tive foods like milk, meat and fish, eggs froits, etc is very low 
m comparison with tfie recommended levels Thus the average 
Indian diet is unbalanced primarily because of preponderance of 
cereals and a large deficiency of protective foods leading to in- 
adequacy and very often to a total lack of good quality proteins 

The heavy dependence on cereals and the large shortage of 
animal products in the Indian diet is mainly due to the poverty 
of the people in India Results of the Agricultural Labour Enqui- 
ries^ conducted in I950“f)l and 1956"57 showed that m practica]]> 
every part of the countiy the consumption of foodgrams m fami- 
lies with low income was considerably below that of somewhat 
bctier-off families living side by side and doing the same work- 
A large number of families was thus living on inadequate quan- 
tities of food, for want of adequate income This is further con- 
firmed by the data for Maharashtra, collected in the 14th Round 
of National Sample Survey (NSS) m 1958, which are given below 

r\BLF IV 

CALORIE AND PROTEIN SUPPLY BY EXPENDITURE LEVEL 
MAILARASHTRA, 1958 


Monthly Pei Capita Expcndituie in Rupees 


I cem — 

0-8 

8-11 

i 

11-13 

13-18 

18-24 

24-34 

34 Average 
above 

Total Calories 

1,120 

1,560 

1 850 

2190 

2 440 

2 530 

3 340>‘ 

2,100 

Calories derived 
trom Cei eals 

940 

1 300 

1,510 

1,740 

1,860 

1^00 

2,150 

1,590 

Percentage 

84 

83 

82 

79 

76 

71 

64 

76 

Total Pioteins m 
grams 

30 7 

45 0 

52 8 

60 4 

66 3 

71 7 

85 7 

59 7 

Animal Pioteins in 
grams 

10 

18 

23 

29 

61 

71 

119 

45 


Sowce Indian Journal of Agricultural Economics, Yol XVII, No 2. 
Apnl-June, 1962, p 14 

This value appears unduly high It is stated that this is partly 
due to the exclusion from the household si/c of guests and labourers 
taking meals 

8 Report on Intensive Siiivcy of Agiicultuial Laboui, Vol I — All-India, 
1950-51, Ministry of Labour, Government of India (1954), and Agricul- 
tural Labour m India Report on the Second Agricultural Labour En- 
quiry Vol I — ^AIMndia, 1956-57, Ministiy of Laboui and Employijient 
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Table IV shows that at low levels of total expenditure, the 
calorie supply is extremely small and that it is primarily derived 
from cereals which form the cheapest source of energy of the 
low income people With the improvement in income, the calorie 
supply also improves and the dependence on cereals declines 
although even in the high income groups it still forms some 
two-thirds of the total calorie supply The gradation is similar 
tor total protems and animal proteins As income increases, the 
supply of total protems as well as of animal proteins improves 
The calorie supply approaches the desired level only when the 
monthly per capita expenditure reaches the range of Rs 13 — ^18, 
but even at this level, the mtake of animal protems is at the 
extremely low level of 3 grams per day The significance of 
this observation can be seen when it is realised that the per 
capita income is under Rs 18 per month m the case of over 
60 per cent of the population of Maharashtra 

After analysmg carefully the available evidence of hunger and 
undernourishment m India Prof M L Dantwala*^ in his recent 
article has appropriately pointed out that the root cause of these 
phenomena is poverty, due to lack of adequate gainful employ- 
ment He has particularly emphasized that in the absence of the 
organised system of social security like unemployment, old age or 
sickness allowance, it is the joint family system which helps to 
spread the shortages more evenly and converts hunger of some 
into undernourishment of many 

la the advanced countries like the U K, and the USA, on 
the other hand,* there is no msuffiaency of calone supplies even 
m the lowest income groups The wide gap as of the order of 
300 calories between the per caput calone supplies for the country 
as a whole and average calorie reqmremenls indicates that a high 
percentage of population, particularly the poorer sections, suffer 
from undernutntion in India By using the data available 
from the diet surveys conducted by ICMR during 1935-48, 
Dr. Sukhatme has estimated that about a quarter of Indian house- 
holds was undernourished dimng 1935-48 Similar diet surveys 

9 M L Dantwala, “International Planning to Combat the Scourge of 
Hunger throughout the World,’* Annals of Collective Economy, VoL 
XXXIV, No 1, January-March 1963, p 77 

liT P V Sukhatme, Op cit , pp 1-28 
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for the period 1955-58 show that the food consumption levels did 
not show any improvement during the intervenmg penod This 
IS well brought out by the data given m Table III above. 

The analysis of the food consumption data for Maharashtra 
from the 14th Round of NSS also shows that as many as 40 per 
cent of the households did not attain the desired level of calorie 
intake of 2,350 

Malnutrition 

Unlike the quantitative aspect, the qualitative aspect of nut- 
ritive value of a diet cannot be measured in terms of a single 
yardstick. Frotems, vitamins and mmerals all enter mto it, but 
the requirements of some of these have so far not been establish- 
ed Hence, some indirect mdicators have to be used to measure 
the extent of malnutrition Dr Sukhatme has used the following 
yardsticks in his analysis (i) the content of annnal protems in a 
diet, (u) the proportion of animal proteins to total intake of pro- 
tems and (ill) the proportion of calones derived jfrom cereals 
starchy roots and sugar When the mtake of ammal protems or 
Its percentage to the mtake of total proteins is low or the percen- 
tage of calones derived from cereals, starchy roots and sugar is 
high, the diet is regarded as unbalanced and of poor quality The 
per caput mtake of protems during the penod 1956-59 has been 
estimated to be 51 grams as against the average daily protein re- 
quirements of 62 grams per head as revised by NAC Of these, 
the mtake of animal proteins at 6 grams per caput per day tonn- 
ed only 12 per cent The calories from cereals, starchy roots 
and sugar also formed as high as 77 per cent of the total calones 
per head per day From the 14th Round of the NSS data for 
Maharashtra and by using the yardstick of the proportion of calo- 
nes denved from cereals, starchy roots and sugar. Dr Sukhatme 
concludes his analysis by an observation that if conditions in 
Maharashtra are any indication of the extent of malnutrition in 
other parts of the country, then it appears that relative to the 
nutritional standards enjoyed by the well-fed countnes, two out 
of every four people are malnounshed in India The undernou- 
nshed are usually malnourished On this basis, about 200 


Op cit , ^ 23 
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lo 250 mdlions of India’s population are either undernourished 
or malnourished, 

A continued undernourishment and msufticiency of specific 
nutntional elements m the Indian diet has led to the widespread 
prevalence, m the large sections of the population, of several defi- 
ciency diseases such as kwashiorkor, nutntional oedema, due to 
protein deficiency. Beriberi, night blindness and Bitot spots due 
to deficiency of Vitamin A, pellagra caused by the deficiency of 
Vitanun B, and anaemia resultmg fiom iron deficiency In many 
other cases, although continuous malnutrition has not resulted 
into any of these serious diseases, it has led to its consequential 
ill efiects on health, efficiency and longevity of the population of 
India 


EVOLUTION OF FOOD POLICY 
Grow Moie Food Campaign 

The evolution of food policy in India started with the Grow 
Mbre Food Campaign There used to be regular imports of rice 
from Burma, after its separation from India, ranging from li lo 
2 million tons When it became clear that the normal supplies 
from Burma would be cut off by Japan’s entry into the War, a 
conference of representatives of the Provinces and the States which 
met m April 1942 made certain recommendations for increasing 
food production in the country lo offset the loss of normal imports 
of rice- These recommendations formed the basis for die GMF 
campaign The mam lines of action between 1943 and 1947 were 
6) to switch over*from cash crops, mainly from short staple cotton 
to food crops, (ii) to intensify cultivation of lands already under 
cultivation, through irrigationr better seeds and manure and im- 
proved farming practices, and (in) to extend cultivation by bring- 
ing undei the plough current fallows, cultivable wastes, etc In 
this first phase, no target of food production was fixed 

The movement was placed on a planned basis from 1947-48 
when It was decided to continue the GMF campaign for another 
five years The target of additional production for the period was 
fixed at 4 million tons The third phase followed the adoption 
of the recommendations of the Food Grams Policy Committee 
(1947) The Committee suggested a target of 10 million tons of 
inenwsed production out of which 3 million tons were to be 
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achieved by the reclamation of about 10 miliioB acres of land 
They also suggested an organisational set up based on village 
panchayats and co-operative societies to help m the production 
drive 

On a review ot the food position towards the close of 1948 
It appeared that the sense of urgency which was essential for the 
success of a programme of this magnitude had not been realised 
in the country and that a re-onentation of pohey was necessary 
On the advice of Lord Boyd Orr who was invited specially to re^ 
view the working of the campaign, a defimte process of co ordi- 
nation between the Centre and the States with wide powers to exe- 
cute the programme was imtiated by the appointment of a Coro- 
missionei of Food Production at the Centre and corresponding 
officers m the States These were all assisted by sub-commitlees 
for taking quick decisions and for ensunng the implementation of 
policies without delay The objective of this new policy was to 
attain self-sufficiency by March 1952 The deficit to be made up 
by the target date was 4 8 million tons over the production m the 
year 1947-48 This was the fourth phase of the campaign 

When this programme of self-sufficiency was put into opeta- 
lion, an acute shortage of cotton and jute was felt owmg to the 
devaluation of the rupee m 1949 and difficulties of getting raw 
matenals from Pakistan The policy had, therefore, to be revised 
with a view to achievmg a simultaneous increase m production of 
fioodgrams as well as of cotton and jute This integrated Pro- 
duction Programme’ (June 1950) envisaged a diversion of land 
from foodgrams to these crops to the extent of "about 1 5 million 
acres in 1950 51 and 2 2 million acres in 1951-52 Subsequent 
additions were made to the scope of this scheme which included 
the reclamation of 3 million acres of land in seven years from 
1949-50 under the Central Tractor Organisation Besides, schemes 
relating to fisheries, subsidiary foods and crop competitions were 
added 

The Grow More Food Enquiry Committee set up in February 
1952 to examine the working of the Grow More Food Campaign 
came to the conclusion that the campaign had not achieved the 
result expected of it The targets of additional production fixed 
for the various phases of the campaign and the shortfall in 
achievement are indicated in Table V, ^ 
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Table V 

ACHIEVEMENTS AND TARGETS OF ADDITIONAL PRODUCTION 
UNDER THE GMF CAMPAIGN 


Penod 

Target 

(in lakh tons) 

Achievement 
(m lakh tons) 

1947-48 

909 

6 97 

1948-49 

8 86 

7 95 

1949-50 

985 

811 

1950-51 

1700 

1100 

Total 

44 80 

3403 


Source Report of the Grow More Food Enquiry Committee, Gov- 
ernment of Indu (1952), p 14 


A check on the results through special surveys showed that 
the output reported by the States was over-estimated by about 
20 per cent The actual increase was about 27 million tons in- 
stead of 3 4 million tons shown in the table 

Food Supply under the Plans 

The integrated scheme of food production along with the re- 
commendations of the Cirow More Food Enquiry Committee was 
• incorporated m the First Five-Year Plan and a target of 7 6 mil- 
lion tons of additional foodgrams over the foodgrams production 
of 540 million Jons in the base year 1949-50“ was fixed to be 
achieved by 1955-56 The target was to be realised not only 
through the Grow More Food Schemes but also through major 
and minor irrigation projects and the programmes of Commumty 
Development and National Extension Service projects There was 
a serious failure of food crops in the very first year of the Plan 
and the shortage in foodgrams could only be met through large 
imports of foodgrams, financed partly out of the U S Wheat Loan 
Imports of foodgrams rose to 4 7 milhon tons in 1951 from 2 1 
million tons in the previous year and m 1952 also they were as 
high as 3 9 million tons In the third year of the Plan penod, 

12 The foodgrams production for 1949-50 was taken as the base year 
as S 1950-51 the yield was not normal 
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however, foodgrains production increased substantially and even 
exceeded the Plan targets. 

Table VI 

FOODGRAINS PRODUCTION AND TARGETS 1950-1963® 

(in million tons) 


Targets of Production 



1950-51 

1955-56 

1960-6P 

1962-63* 

1st 

Plan 

2nd 

Plan 

3rd 

Plan 

Rice 

20 86 

27 11 

33 66 

3191 

27 2 

32 0 

45 0 

Whea| 

6 64 

8 63 

1082 

10 82 

83 

115 

15 0 

Other Cereals 

16 24 

1920 

22 76 

24 27 

17 0 

245 

23 0 

Total Cereals 

43 74 

54 94 

67 24 

67 00 

52 5 

68 0 

83 0 

Pulses 

8 51 

10 88 

1245 

1144 

91 

12 5 

17 0 

Total 

Foodgrains 

52 25 

65 82 

79 69 

78 45 

616 

805 

1000 


@The production figures for 1950-51 and 1955-56 (taken from Eco- 
nomic Survey 1961-62, Government of India, Appendix Table No 1 4) 
have been adjusted in the light of index numbers of agricultural produc- 
tion for these years The revised production of 1956-57 is taken as the 
base for this adjustment Figures for 1960-61 and 1962-63 are from 
Bulletin on Food Statistics, Directorate of Economics and Statistics, Mim- 
stry of Food and Agnculture, Government of India, February 1964 and 
Agricultural Situation in India, Vol XIX, No 5, August (Annual Num- 
ber), 1964, p 541 

* Partially revised estimates 

Against the increase of 7 6 million tons anticipated over the 
First Plan penod, the actual production of fc^grams rose by 
118 milhon tons to 65 8 million tons in 1955-56 over the base 
year level of 54 0 nulhon tons Rice showed the largest increase 
in production and the target of wheat production was just realised 
But the target of nee production could not be reached except in 
1953-54 The production of other cereals exceeded the Plan tar- 
get by a substantial margin The satisfactory performance of 
foodgrams production in the Plan period made possible a reduc- 
tion m their imports from 4.7 million tons dunng 1951 to less than 
a million tons in 1954 as well as m 1955 However, the total net 
availability of foodgrains increased from 49.9 million tons in 
1951 to 60 1 million tons in 1955 Per capita net availabihty per 
day rose from 13 5 ounces to 15 1 ounces durmg the same period 
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Willie fixing the food production targets, the Second Five- 
Year Plan gave special consideration, among others, to the in- 
crease in the total population and the need to improve the per 
capita consumption. Further, with its aim to diversify agncul- 
tural production, it also shifted somewhat the emphasis from 
cereals to supplementary foods such as fruits and vegetables, milk, 
eggs, etc The total foodgrain requirements in 1960-61 at the 
rate of consumption at the beginning of the Plan were estimated 
to be 705 million tons By the end of the Second Plan, the 
sate of consumption was, however, expected to rise to 18 3 
ounces per adult consisting of 15 5 ounces of cereals and 2.8 
ounces of pulses and the total foodgrain requirements to 75 
million tons 

The upward trend of foodgrain prices at the beginning 
of 1956, however, gave nse to serious doubts regarding the ade- 
quacy of the Second Plan target. A larger increase m the pro- 
duction of foodgrams was felt necessary to meet the rismg domes- 
tic demand and thus provide an adequate safeguard against the 
possibility of mflation. As a result, the Second Man target of 
additional foodgram production was revised upwards to 15 5 mil- 
lion tons from the original target of 10 million tons 

The total output of foodgrams improved in the first year 
of the Second Plan but it was just fractionally higher than the 
level reached in 1953-54 In the second year there was a sub- 
,stantial fall in the production of foodgrams to 63 2 million tons 
The decline in the production was marked in the case of rice, 
wheat and pulses. During 1958-59, foodgrams production rea- 
ched a record level of 75 9 million tons mainly due to well- 
distributed rainfall and favourable weather conditions In the 
Second Plan penod as a whole, the foodgrams production in- 
creased by 13 9 imllion tons to 79 7 million tons in 1960-61 
against the target of 805 million tons The production of rice 
at 33 7 million tons repstered significant progress and exceeded 
the Plan target of 32 million tons But there was a short-fall 
m the production of wheat, other cereals and pulses. Total 
foodgrams production in the last year of the Second Plan thus 
fell short of the target by 1 0 per cent 

In spite of substantial increases in the total output of food- 
grams during the Second Plan, the imports of foodgrains con- 
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bRued to be laige mamly because)g^ rapid increase in demand 
due to accelerated population ^owth and increase in incomes 
of the people. Imports of foodgrams rose from less than a mil- 
ifcon tons m 1955 to 1 4 million tons m 1956, 3 6 million tons 
m 1957 and further to 3 8 million tons and 5 1 million tons in 
1959 and 1960 respectively The additional imports m 1959 
and I960 were utilised for building up Government stocks of 
foodgrams In 1961, imports amounted to 3 4 million tons 
Imports of wheat, which form a major portion of foodgrain 
imports have been arranged under PL 480 from the Umted 
States, under Colombo Plan assistance and on deferred payment 
basis A small quantity of wheat has also been imported on 
commercial basis to avoid disturbance to the normal pattern of 
world trade Rice imports, which represent a comparatively 
small part of total foodgrain imports, have come mainly from 
Burma and U A R , partly agamst rupee payments, but mostly 
on payment of foreign exchange In 1960, rice was also imported 
from the United States under PL 480 In addition to wheat 
and nee, the country has imported small quantities of millets, 
almost entirely under P L 480 India entered into an agreement 
With the United States in JVfay 1960, providing for the import 
of 16 million metric tons of wheat and 1 million metric tons 
of nee under P.L 480 over a period of four years.. Out of the 
total quantity of 17 million metric tons under the agreement, 4 
million metric tons of wheat and 1 million metric tons of nee 
are intended for building up reserve The total net availability ' 
of foodgrams improved from 60 1 million tons in 1955 to 73 3 
million tons in 1961, the per capita net availability per day 
having nsen from ISA ounces to 16 2 ounces during the same 
penod 

One of the mam aims of the Third Five-Year Plan is to 
achieve self-sufficiency m respect of foodgrams The target of 
foodgrams production is therefore placed at 100 million tons 
jn 1965-66 The Plan envisages an increase of 6 9 per cent in 
area under foodgrams resulting in an additional output of 3 
milhon tons. The balance of 21 million tons of the proposed 
target is to be achieved by an increase m the average yield per 
acre.. In 1961-62, m spate of the record wheat output of 11 8 
milhon tons, foodgrams production as a whole at 79 7 million 
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tons was more or less of the same order as in the previous year. 
In 1962-63, the production of foodgrains at 78.4 million tons was 
lower than that m the last year of the Second Plan- As com- 
pared with the production m the first year of the Plan, the 
production of nee and wheat at 31 9 million tons and 10.8 mil- 
lion tons was lower by 2 3 million tons and 1 million tons 
respectively The production of other cereals rose by 2 mil* 
lion tons to 24 3 million tons and that of pulse remained at the 
same level at 11 4 million tons 

With a view to diversifying the pattern of food consumption 
and promoting balanced nutrition, the Third Plan includes pro- 
grammes for the increased production of subsidiary food items 
such as vegetables, fruits, etc The Plan also includes develop- 
ment schemes for the conservation and effective utilisation of 
perishable foodstuffs and development of protein-rich foods 

FUTURE PROSPECTS 

The prospects of making good the deficienaes in the quan- 
tity and quality of Indian diet withm a foreseeable future would 
thus depend on the possible increase m the production of different 
types of necessary food and the future course of the increase m 
the population A slow improvement is evident from the review 
of the last decade when the daily per capita supply of foodgrains 
mcreased from 13 5 ounces in 1951 to 16 2 ounces m 1961. As 
a result of this and improvement in the availabihty of some other 
food items, calories per capita per day rose by 208 per cent 
and the average -daily consumption of proteins by 21 6 per cent 
during the same period^® This slow favourable trend could be 
accelerated by stimulating production espeaally of the protective 
foods. In addition, it is imperative to reduce the growth of 
population by popularising family plannmg practices more parti- 
cularly in rural areas 

^ I 

Between 1951 and 1961, India’s population mcreased at an 
annual compound rate of 15 per cent to 439.2 million The 
increased rate of population growth observed in the decade was 

13 E S Nasset, “An Approach to a Food and Nutrition Programme 
for India” Agricultural Situation in India, Vol XVII, No 5, August 
(Animal Number), 1962. 
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mainly a result of a decline m the death rate due to better con“ 
trol of public health and sanitary conditions dunng the first two 
Plan periods Measures to improve public health envisaged m 
the Third Plan are expected to bring down the death rate still 
further, but the fall would not be as large as in the last decade 
because the major schemes Jike malaria control had already 
achieved a substantial success in the last decade As a result 
of the spread of family planning campaign, the birth rate may 
also show a decline, but not perceptibly in the immediate future. 
Indeed the possibilities of acceleration m the rate of population 
growth have still not been exhausted Hence, Indians mam hope 
of improving the level of nutrition of her people lies in realising 
the agncultural potential as quickly as possible 

The Planning Commission in their population projections 
given m the Third Five-Year Plan proceeded on the assumption 
that the fertility rates in India would decline only after 1971 and 
estimated that the total population of India would reach a figure 
of 625 million by 1976 Dr Sukhatme in his recent paper^^ has 
pointed out that with such a rapid increase in populatmn, food 
supplies needed by 1981 would have to be two-thirds higher 
merely to sustain the population at the present level of diet 
Therefore much larger food supplies would be needed if in addi- 
tion to providing for the growth of population, allowance is to 
be made for improving the present standards of nutrition His 
analysis shows that if in addition to providing for the increase 
m population, India is also to wipe out the current deficit by 
1971 then it would have to increase the available supplies by 
about 44 per cent in cereals, 115 per cent in pulses, 130 per 
cent in fruits and vegetables and 100 per cent in animal pro- 
ducts This implies that the total food supplies would need 
to be increased by about 4 65 per cent per annum as against a 
rise of little over 3 per cent recorded m the last decade The 
present rate of increase in food supplies is inadequate to wipe 
out the current deficit before 1981 and therefore much bigger 
efforts would be needed if the deficit is to be met by 1971 Dr 
Sukhatme estimates that the continuation of the increase m the 


14 P V Sukhatme, “The Food and Nutiition Situation m India (Part 
ID,’’ Indian Journal of Agricultural Economics, Vol XVIL No 3 Julv- 
September, 1962, pp 1-34 ' < 
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total food supplies at the rate of 4 65 per cent per aimum after 
1971 would help to reach by 1976 the moderate level target, le , 
a reasonably good level of nutrition to which people can nght- 
fully aspire m the course of 15 years or so 

The task of raising the additional food needed on such a 
large scale is enormous though there exists considerable scope 
for increasmg the production of food within the country Several 
of the reliable estimates show that the yield per acre in India is 
about a quarter to a third of the current yield per acre in cer- 
tain other countries Further, out of a total geographical area 
of about 806 million acres, the net area sown totalled only 324 
million acres m 1958-59 There were a little less than 60 mil- 
lion acres of fallow land and another 97 million acres of uncul- 
tivated land Of these, about 50 to 60 million acres can be 
brought under plough which should raise foodgrains production 
by about 14 to 15 million tons Further out of the net area 
sown of some 324 million acres, some 49 million acres were 
double cropped in 1958-59 With the extension of irrigation 
facilities to 175 million acres as proposed by the Planning Com- 
mission as compared to about 60 million acres at present, it 
should be possible to increase the area under double croppmg by 
well over 100 million acres 

The extent of defiaency is, however, more serious with re- 
gard to protective foods, the supply of which is very small at 
present In addition to the measures of increasmg overall food 
production in the country, it is essential to take special measures 
for increasmg •the production of certain groups of protective 
foods Proteins being an important element requinng immediate 
attention, steps to increase the production of protem-rich foods 
deserve priority Recent studies have shown that pulses m com- 
bination with cereals and certain other vegetable foods provide 
a balance of ammo acids comparable to that of many animal 
proteins. Therefore, steps should be taken to increase the pro- 
duction of pulses and this would be best practicable mterim 
approach to the problem of protein deficiency until such time 
that animal food protein which is more complete with reference 
to its ammo-acid composition, can be increased Steps also 
should be taken to increase the domestic production of fruits 
and vegetables 



FOOD SUPPLY AND NUTRITION 


91 


The most difhcult problem is that of increasing milk output 
The problem is however an urgent one because milk is the only 
acceptable source of good quality pro'tean in the country, espe- 
cially for children with its additional value as protective food 
to supply mmerals and vitamins and also animal fat which is 
very inadequate m the Indian diet India has about one-fifth of 
the world’s cattle population, though most of it is undernourish- 
ed Efforts should therefore be made to increase milk produc- 
tion by increasmg the resources of feed and fodder, reducing the 
surplus number of ammals and improving the breed 

A large deficit has also to be made up m the production 
of flesh foods and eggs The experience in many countnes shows 
that by good feeding and management and proper disease con- 
trol total production of eggs m the country can be increased 
appreciably India has a long coastlme and abundant inland 
water resources, but the total fish output is small because these 
resources still remain largely unexploited If facilities for im- 
proved haulage, quick and refrigerated transport and cold sto- 
rage are provided, a good part of the deficit of good quality 
protein in the Indian diet could be met in a short time 

The food production dnve would have to be supplemented 
by measures to improve storage, preservation and transport of 
specially penshable goods and by provision for instruction of 
the people regardmg the nutritive value of different kinds of 
foods, the methods of cooking and the relation between food 
and health There also exists considerable scope for exploita- 
tion of a large number of hitherto neglected sources of vegetable 
protein foods It is now quite feasible to recover proteins of 
good biological value from the plant kingdom 
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AGRICULTURAL PRODUCTION 

la any review of agriculture’s contribution to economic 
development the pride of place must belong to the growth m 
agricultural product ^ This apparently simple discussion runs mto 
many unexpected difficulties, the moment an attempt is made to 
give it a statistical dimension During the last decade (1951-60), 
especially in its first half, the statistical coverage of cropped area 
and production was continuously expandmg, hence, year to year 
absolute figures of production do not reflect the real increase in 
production Besides, during this penod, there was a gradual 
change in the method of estimating crop yields from the tradi- 
tional eye estimates to the one based on scientific crop-cutting 
tests The year of change varied not only region by region, but 
also by crop to crop The Ministry of Food and Agriculture has, 
however, worked out an index number series of production, elimi- 
nating as far as possible the element of non-comparability ans-^ 
mg out of the changes in coverage and estimation methods. 
Table I gives the necessary information 

TRENDS IN AGRICULTURAL PRODUCTION 

Table I brings out the marked year to year fluctuation in 
agricultural production It will be seen from the Table that 
despite annual fluctuations, agriculture in India has made con- 
siderable progress since the initiation of the First Five-Year Plan; 
(1951-52). At the end of the Second Plan (1960-61), the index 
of overall agncultural production stood at 139 7, the increase 
being nearly 40 per cent over 1949-50 Dunng the same periods 
the index of foodgrains production increased by 35 6 per cent 
while that of non-foodgrains by 48 per cent The first two years 

of the Third Plan suffered from unevenly distributed rainfall over 

? 

1 Vide “Economic Development and the Role of the Agricultural 
Sector in India,” M L Dantwala, Paper submitted to the ECAFE in 
1964 
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large areas and floods and droughts Despite these adverse: 
weather conditions, the overall agricultural production reached 
a peak level in 1961-62 and its index rose to 141 4 But agricul- 
tural production received a set-back in 1962-63 and according 
to provisional estimates, the index of agricultural production 
declined to 136,8 Decline in production was more marked m 
the foodgrains group than m non-foodgrams The index of 
foodgrams production sharply declined from 137 5 in 1961-62 
to 131 3 in 1962-63 while that of non-foodgrains production 
came down from 149 2 to 148 during the same penod Rice, 
wheat, cotton, jute and sugarcane were the major crops which 
received a set-back m production 

The sharp year to year fluctuation m agricultural production 
poses a problem for calculating the growth rate of agncultural 
production The usual method of assessing the growth rate by 
reference to the increase in production from the commencement 
to the termmation of successive Five-Year Plans may not give 
a correct idea of the state of progress as the same will be affected 
by the seasonal conditions dunng the first and the last years of 
the Plan In view of this, a more scientific method would be to 
estimate the annual linear rates of increase in production by fitting 
regression equations to the three-year moving averages of pro- 
duction Here again, the choice of the base year presents some 
difficulties 1950-51 and 1951-52 were very bad years from the 
view of weather conditions If the unsuitability of these years as 
the base year is accepted, the choice is to adopt the year 1949-50 
as the base year, as is done in calculating the index numbers. 
Another option would be to compute the growth rates from the 
period beginning from 1952-53 The calculations based on this 
alternative are given in Table II though we shall be making use 
of the 1949-50 base for assessing the rate of progress m the 
first and the second half of the penod under review 

GROWTH RATES UNDER THE FIRST AND 
THE SECOND PLAN 

The overall linear rate of growth of agncultural production 
comes to 3 23 per cent per annum Judged in the light of com- 
parisons of the histoncal and contemporary experience of other 
ccrantries, this rate of growth is quite impressive It should^ 
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Table II 

ALL’INDIA LINEAR RATES OF GROWTH IN AGRICULTURE 
1952-53 TO 1961-62 


(Average 1952-53 to 1954-55 = 100) 


Crop /Group 

Production 
(per cent) 

Area* 
(pel cent) 

Pi oductivity 
(per cent) 

Rice 

3 29 

149 

1 63 

Jo war 

155 

016 

140 

Bajra 

(-)O 27 

(-)0 60 

0 42 

Maize 

2 74 

2 88 

(-)O 07 

Wheat 

4 24 

3 07 

0 94 

Total Cereals 

2 79 

091 

177 

Gram 

3 04 

2 47 

0 50 

Total Pulses / 

175 

196 

(-)017 

Total Foodgrains 

2 66 

1.10 

1.45 

Groundnut 

4 91 

505 

(-)0 25 

Rapeseed & Mustard 

4 67 

3 56 

0 97 

Total Oilseeds 

3 29 

2 78 

0 46 

Cotton 

187 

072 

102 

Jute 

4 82 

3 74 

0 88 

Total Fibres 

3 17 

109 

179 

Tea 

241 

0 78 

157 

Coffee 

1515 

3 71 

9 04 

Sugarcane 

8 56 

6 16 

1 66 

Total non-foodgrams 

4 40 

2.38 

1.74 

All Crops 

3 23 

1,31 

1.76 


Source Growth Rates of Agricultural Production (All-India and 
States), Economic and Statistical Adviser, Ministry of^Eood and Agricul- 
ture, Government of India (1964) 

* Note Calculations of growth rates are based on Index Number 
Senes, which claims to have eliminated the increase due to extension of 
statistical coverage Doubts have been expressed regarding this having 
been done in the case of the Area Index According to the growth rate 
figure given in this Table, the area during the First Plan increased by 
about 12 5 per cent (The Index for Area in 1955-56 is given as 115) In 
absolute number this increase would amount to about 45 million acres 
— excluding the increase m coverage Figures of land leclamation given 
by the Government for the period do not exceed 5 to 6 million acres 
It IS difficult to believe that the rest of the increase was due to the 
farmers’ efforts at reclamation and increase in double cropping And 
why did this effort suddenly stop in the Second Plan period'? Therefore, 
there is reason to think that a part of the statistical coveiage increase 
has crept into the Index Numbei This has inflated the denominator for 
the calculation of the inciease in productivity (Index of Pioduction — 
Index of Area) Vide M L Dantwala, “Economic Development and the 
Role of the Agricultural Sector in India,” Op cii 
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however, be noted that nearly half of this increase was contribut- 
ed by the expansion in the area under cultivation It is obvious 
that under conditions in India, it would be unrealistic to expect 
a similar rate of contribution to agricultural production through 
expansion of area in future Apprehension has, therefore, been 
expressed that once this contribution ceases, the growth rate is 
likely to be much slower than that experienced during the last 
decade It is, therefore, necessary to examine this problem a 
little more closely This can be done by dividing the period under 
consideration in two parts the First Plan (but with the base 
year 1949-50) period and the period of the Second Plan (1955-56 
to 1960-61) Table III gives the annual average rate of increase 

Table III 

ANNUAL AVERAGE INCREASE OR DECREASE IN PRODUCTION, 
AREA AND IN PRODUCTIVITY OF IMPORTANT CROPS IN 
THE FIRST AND THE SECOND FIVE-YEAR PLANS 

, (In percentages) 


First Plan Second Plan 


Crops 

Produc- 

tion 

Area 

Produc- 

tivity 

- Produc- 
tion 

Area 

Produc- 

tivity 

Rice 

+2 4 

+05 

+ 18 

-f-3 9 

+ 12 

+25 

Jo war {Soighinri) 

-0 6 

+ 19 

-2 2 

+7 8 

-0 1 

+8 1 

Wheat 

+5 2 

+4 5 

+0 6 

+48 

+ 1 0 

+ 30 

All Cereals 

- 

+ 18 

+06 

- 

+06 

+ 30 

Pulses ^ 

+ 3 1 

+28 

+02 

+ 17 

neg 

+ 18 

Foodgrains 

+ 26 

-i-20 

+0 5 

+35 

+05 

+ 30 

Groundnut 

+2 1 

+ 49 

-2 2 

+4 3 

+44 

-01 

Oilseeds 

+ 14 

+ 32 

-1 5 

+42 

+2 4 

+ 16 

Sugarcane 

+ 33 

+42 

-0 7 

+ 90 

+5 4 

+2 9 

Cotton 

+ 90 

+ 107 

-1 0 

+ 6 3 

-1 1 

+ 80 

Jute 

+ 60 

+ 82 

~15 

-2 1 

-2 6 

+ 06 

Non-Foodgrains 

-t-3 3 

•+51 

-14 

+48 

+ 13 

+ 3 3 

All Group 

+2 8 

+2 5 

-h03 

+4 0 

+0 6 

+ 32 

Source Agricultural Situation in 
196^ PP 185-186 

India, 

Vol XVIII, 

No 

4, July, 
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in production, area and in productivity of important crops in these 
two periods It should, however, be mentioned that since the 
increase (or decrease) has been calculated by reference to parti- 
cular years, the result may have been affected by the weather 
conditions in those particular years The decrease in jowar pro- 
duction, for example, in the First Plan reflects a severe damage 
to that crop in 1955-56, the last year of the Plan 

It will be seen that whereas during the First Plan, the area 
increased at the rate of 2 5 per cent per year, dunng the latter 
half, the rate of increase had already dwindled to 0 6 per cent 
In contrast, the increase in productivity was 0 3 per cent per year 
during the First Plan and 3 2 per cent per year during the Second 
Plan This clearly shows that there was a marked step-up in 
productivity in agriculture during the Second Plan and this in- 
crease was sufficient to make up for the decline in the rate of the 
expansion of the area under cultivation 

FOODGRAINS AND NON-FOODGRAINS PRODUCTION 

For more detailed analysis, we may revert to Table 11 First, 
regarding production, it is apparent that the growth rate for non- 
foodgrains (4 40) was higher than that for the foodgrains (2 66) 
But the variations within each group are also quite marked Thus, 
in the non-foodgrains group, the annual rates of increase for 
sugarcane (8 56) and for jute (4 82) are substantially higher than 
those for oilseeds (3 29), and particularly for cotton (1 87) Within 
the foodgrains group, the variations are not so large, except for 
jowar for which the rate of growth was low (1 55)* 

The extension of the area under cultivation has made a 
significant contribution to the increase in the production of most 
of the crops Once again, the contribution of the extension of 
area was larger for the non-foodgrains group (2 38) than for 
foodgrains (1 10) Extension of area would depend primarily on 
the availability of the uncultivated but cultivable land in a parti- 
cular region Thus, it is found that the annual percentage increase 
in area varied between 4 17 for Rajasthan and 2 94 for Punjab 
to 0 17 in Maharashtra and 0 32 in Assam In fact, the annual 
rate of increase m area exceeded 1 per cent only in five States, 
viz, Rajasthan, Punjab, Bihar, Madhya Pradesh and Mysore 
Subject to the limitation of the availability of reclaimable area, 
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allocation of the additional land between different crops would 
probably be governed by the profitability of the cultivation of 
the crops suitable for the area This, in its turn, will depend in 
a large measure, on the relative changes in the pnces of these 
crops 

Regional Variations in Production 

Within the foodgrains group, the annual increase m the area 
between 1952-53 and 1961-62 was largest for wheat (3 07 per cent) 
and was distinctly lower for rice (1 49 per cent) The larger 
increase in the area under wheat may be partially explamed by 
the fact of relatively larger increases in area under cultivation m 
the predominantly wheat-growmg regions like the Punjab, Madhya 
Pradesh and Rajasthan The predominantly nce-gr owing areas 
like Onssa, West Bengal, Madras and Andhra had very modest 
increases in the area under cultivation Withm each region, how- 
ever, the distribuDon of the additional land between various crops 
was probably governed by the relative changes in the prices of 
substitutable crops This may be judged indirectly by reference 
to the relative increases m the production of foodgram and non- 
foodgrain crops in some of the States The linear growth rates 
of production of all crops, foodgrains and non-foodgrams, in 
different States during 1952-53 to 1961-62 are given in Table IV 

It will be seen that as in the case of all crops, there are 
considerable variations from State to State, in the growth rates 
of the two m^or groups of crops, namely, foodgrains and non- 
foodgrams. Even withm the same State, growth rates of the two 
groups have been quite divergent m some cases In Gujarat and 
West Bengal which recorded an annual increase of 2 20 and 0 89 
per cent respectively in the production of all crops, there was a 
dechne in the production of foodgrains to the extent of 1 12 and 
0 21 per cent respectively ^ In contrast, there was an increase in the 
non-foodgrams production of as much as 7 03 per cent m Gujarat 
and 3 48 per cent in West Bengal In Gujarat, the production of 
groundnut whose prices have been very high throughout the de- 
cade, has increased at an annual rate of 10 61 per cent In West 


2 The first two years of the peiiod for both the States weie abnor- 
jal The percentages derived after ignoring these two years are given in 
•able IV 
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Table IV 

STATE LINEAR RATES OF GROWTH OF AGRICULTURAL 
PRODUCTION DURING 1952-53 TO 1961-62 


(Average 1952-53 to 1954-55 = 100) 



States 

All Crops 

Foodgrains 

Non-Food- 

grams 

1 

Punjab 

5 67 

457 

8 96 

2 

Madras 

5 01 

4 53 

586 

3 

Madhya Pradesh 

3 64 

3 53 

4 52 

4 

Mysore 

3 56 

2 86 

523 

5 

Bihar 

3 40 

3 35 

3 76 

6 

Rajasthan 

2 92 

2 59 

441 

7 

Maharashtra 

2 72 

217 

3 91 

8 

Kerala 

2 44 

405 

182 

9 

Uttar Pradesh 

2 23 

158 

4 57 

10 

Gujarat 

2 20 
(3 11) 

(-)l 12 

(0 42) 

7 03 
(6 17) 

11 

Andhra Pradesh 

189 

3 28 

(-)l 06 

12 

Assam 

1 33 

040 

211 

13 

Orissa 

1 18 

144 

(-)0 33 

14 

West Bengal 

0 89 
(3 13) 

(“)021 
(1 49) 

3 48 
(716) 


All-India 

3 23 

2 66 

440 


NB Figures in brackets represent growth, rates for the period 
1954-55 to 1961-62 with 1954-55 to 1956-57 as 100 


Source Growth Rates of Agricultural Productian (All-India and 
States), Government of India, Op cit , Appendix 5 3 

Bengal, production of jute increased at the annual rate of 4 75 
per cent ^ Even in those States where the annual increase in the 
production of foodgrains was relatively high, the increase m the 
non-foodgrams production was even higher. Thus, in the Punjab, 
as against an annual increase of 4 57 per cent in foodgrains pro- 
duction, the increase in non-foodgrains production was as much 
as 8 96 per cent; much of it was accounted by an increase in the 
production of sugarcane The only States m which the rate of 

,nL 1954-55 to 1961-62 with 1954-55 to 

1956-57 as IW works out to 8 84 per cent Giowth Rates of Agricultural 
Production (All-India and States), Government of India, Op cit , p *^7. 
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increase in production of foodgrains was larger than that of non- 
foodgrains are Kerala (4 05 and 1 82), Andhra Pradesh (3 28 and 
<-) 1 06). and Orissa (1 44 and (-) 0 33) 

It IS not possible to establish any precise association between 
increases m area (and production) with the relative changes in 
the prices of different crops In Andhra Pradesh, it was obviously 
more profitable to increase production under rice at the cost of 
reducing the acreage under groundnuts In contrast to this, 
'Gujarat found it more profitable to increase the production of 
groundnuts in preference not only to foodgrains but also to 
■commercial crops hke cotton It would, however, appear that 
.all the States which could grow sugarcane, did substanbally in- 
crease both the acreage and production of this crop, resulting 
m the highest increase (8 56 per cent) m all-India rates of pro- 
duction In no small measure this can be attributed to the re- 
latively higher prices of sugarcane with a guaranteed mimmum 
Similarly, the two States which could grow jute, vtz, Bihar and 
West Bengal, increased its cultivation substantially and in pre- 
ierence to the food crops In contrast, except Mysore, and. to 
some extent, Punjab and Madras, there has not been much 
mterest in expanding the production of cotton It is difficult to 
•say to what extent the fixation of floor and the ceilmg prices for 
cotton was responsible for this lack of enthusiasm The feelmg 
that the ceilmg prices of cotton have been kept artificially low 
has grown m recent times 

Yield Trends 

Another and probably more reliable information regarding 
the yield trends in respect of two commodities, rice and wheat, 
IS available from a study conducted by Dr V G Pause ^ The 
study is based on a senes of data on the yield of food crops 
based on random sampling crop-cuttmg surveys The all-India 
estimates are based on these surveys One important feature 
of this study is an attempt to measure the effect of weather 
factors on yields and eliminate the same to the extent possible 

4 “Yield Trends of Rice and Wheat m First Two Five-Year Plans,” 
19^^^^ the Indian Society of Agricultural Statistics y Vol XVI, No 1, 



AGRICULTURAL PRODUCTION 


101 


from the estimates of yield trends The results of this study 
comprising three distinct periods, yiz, pre-Plan, First Plan and 
Second Plan, are given in Table V 

Table V 

AVERAGE YIELD PER ACRE 


(m lbs ) 


India /Important 
States 

(1)‘ 

Pre-Plan 

(1946-47- 

1950-51) 

(2) 

First Plan Second Plan Difference 
(1951-52- (1956-57- (3)— (2) 

1955-56) 1960-61) Average % 

per Year 

(3) (4) (5) 

Difference 
(4)-(3) 
Average % 
per Year 

(6) 



Rice 



All-India 

743 

783 

863 

11 

2.0(22)* 

Madras 

881 

1,024 

1,184 

32 

3 1(3 5) 

Andhra Pradesh 

1 009 

1,164 

1,286 

3 1 

2 1(2 4) 

Uttar Pradesh 

513 

480 

543 

—1 3 

2 6(29) 

West Bengal 

833 

922 

936 

21 

0 3(0 3) 

Mysore 


(1.051) 

(1,271) 


(4 0) 



^Figures in brackets refer to Senes II 




available fiom the First Five-Year 




Plan 





Wheat 



All-India 

604 

675 

676 

24 

0 02 

Uttar Pradesh 

661 

729 

745 

21 

04 

Punjab 

879 

925 

919 

10 

—01 

Madhya Pradesh 

394 

493 

457 

50 

—15 

Bihar 

488 

531 

494 

18 

-14 


It will be seen from Table V that in regard to rice, plan 
effort has made a definite impact on yield, the average country- 
wide yield being higher by 40 lbs per acre during the First Plan 
and by 80 lbs per acre further during the Second Plan The 
inclusion of certain new areas (Series II) for which data for the 
earher penod are not available, gives a somewhat higher figure 
of mcrease Madras and Andhra Pradesh have shown the largest 
and the most consistent mcrease in the per acre yields of rice 
The increases are large enough to retain their significance even 
after discounting for aimual climatic variations No other States 
showed such positive increase in the yield during the First Plan 
West Bengal did show an average increase of 89 5 lbs per acre 
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during the First Plan over pre-Plan period, but this did not 
prove significant when tested against the annual variations in 
the yields This conclusion is borne out by the fact that there 
was no further increase in the State during the Second Plan 

In contrast to nee, there is no evidence of any consistent 
increase in the yield of wheat per acre in any State either in the 
First or Second Plan, though the average country-wide yield for 
five States — Punjab, Uttar Pradesh, Bihar, Madhya Pradesh 
and Bombay — does show an increase of nearly 12 per cent in 
the First Plan over the pre-Plan yields. One possible explana- 
tion of this increase is that the wheat harvest in some of the 
years in the pre-Plan quinquennium was badly affected by a 
severe rust epidemic which kept the yields at a comparatively 
low level If so, the increase durmg the First Plan period does 
not necessanly reflect the impact of Plan effort Once again, 
this observation is borne out by the fact that the average yield 
in the Second Plan period showed no progress on the country- 
wide basis On the contrary, there was a decrease of 37 and 
36 lbs per acre in Bihar and Madhya Pradesh which, however, 
could be attributed to adverse climate 

Agricultuial Pfoduction in Other Countries 

It would be useful to compare the progress in agricultural 
production in India with that in other countries of the world 
Table VI gives the growth rates of agricultural production and 
food production for different countries during 1952-53 to 1961-62 
It will be seen that the growth of agricultural production and 
foodgrains production compares favourably with some of the 
countnes in the Far East and in Europe The performance of 
countries like Japan, Philippines and Thailand points to the 
scope for stepping up the rate of growth in India 

CONCLUSION 

The Third Five-Year Plan has targetted for an increase in 
agricultual production of the order of 30 per cent, as against 
an increase of 35 per cent during the ten years preceding it 
Projections made in the Third Five-Year Plan anticipate a rise 
of another 25 per cent during the Fourth Plan period ® Thus over 

5 Report on the Third Five-Year Plan, Planning Commission, Govern- 
p^nt of India (1961), p 29 
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Table VI 

LINEAR GROWTH RATES OF AGRICULTURAL PRODUCTION 
IN DIFFERENT COUNTRIES OF THE WORLD 
1952-53 TO 1961-62 


(Average 1952-53 to 1954-55=100) 


Countries 

Agricultural Production 
(pel cent) 

Food Production 
(per cent) 

Far East 

India* 

3 23(3 06**) 

2 66(3 12*0 

Burma 

2 01 

2 33 

Malaya 

3 82 

5 49 

Indonesia 

1 37 

160 

Japan 

4 62 

4 84 

Pakistan 

159 

163 

Philippines 

3 90 

3 53 

Thailand 

3 92 

3 35 

Near East 

Turkey 

471 

473 

UAR 

3 88 

3 21 

North America 

Canada 

0 74 

133 

USA 

166 

2 16 

Europe 

France 

2 64 

^ 2 68 

Germany, Federal Republic 2 23 

2 22 

Italy 

2 33 

2 56 

UK 

219 

215 

Oceama 

Australia 

3 94 

3 32 

New Zealand 

3 80 

3 07 


Somce Production Year Book 1962, Vol 16, Food and Agriculture 
Organization of the United Nations (1963), pp 29-30 

’^Growth Rates of Agricultural Production (All-India and States), Gov- 
ernment of India, Op at, p 27 

**F A O estimate 
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the decade 1961-70, an increase of over 55 per cent in agncul- 
tural production is envisaged This means that the mcrease in 
agricultural production during 1961-70 needs to be stepped up 
by about twice the rate achieved during the precedmg decade 
As mentioned earlier, nearly half the mcrease in agncultural 
production during the last decade was the result of an increase 
in the area under cultivation The scope for increasmg output 
by mcreasmg the area under cultivation in the future is only 
marginal Efforts will have therefore to be directed towards 
increasmg agricultural production through mcreased productivity. 
The prevailing low yields do offer great scope for improvement. 
The next chapter discusses in detail the measures for increasmg 
agricultural production. 



Chapter V 


CROP PRODUCTIVITY — PROBLEMS AND PROGRAMMES 
FOR IMPROVEMENT 

A basic objective of economic policy for agriculture is to 
increase its productivity In a large measure, this would depend 
upon the application of scientific research to all agricultural 
operations The mam factors influencing productivity are (a) the 
use of improved seeds, (b) control of pests and diseases, (c) pro- 
vision of irngation facilities, (d) prevention of soil erosion, 
(e) use of manures and fertilizers, (f) improved tools and imple- 
ments, (g) better systems of cropping, in particular, better rota- 
tions and use of more fodder crops* These factors have to be 
viewed together in any effort designed to increase production 
Even the limitations of season and climate can be overcome in 
some measure by selecting suitable techniques^ 

In the post-war period, especially with the inception of 
planning for agricultural development, concerted efforts are being 
made to improve techniques of production and to raise producti- 
vity m agriculture. The principal programmes m this respect 
are reviewed below. 

IMPROVED SEEDS 

Tlie most outstanding achievement of modern agriculture 
IS the production of improved varieties of seed for different 
crops In India the cultivator is generally well aware of the 
importance of good seed, at least in the matter of improved 
seeds, the apathy of the cultivator cannot be said to be the rea- 
son for the comparatively small area under improved varieties 

The Indian Council of Agricultural Research has devoted 
considerable attention to the mtroduction of improved varieties 
of seeds But, the efforts till recently were mostly confined to 
cash crops such as cotton, sugarcane, etc With the exception 

1 See Factors Affecting Rice Production, Food and Agriculture Orga-^ 
nization of the United Nations, Agricultural Development Paper, No 45 
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of wheat, the mam foodgrams — rice, millets and pulses — are 
still grown chiefly from the indigenous traditional varieties Even 
in the last year of the Second Five-Year Plan (1960-61), only 20 
per cent of total area under food crops was estimated to be 
covered with improved seeds ^ A recent sample study by the 
Programme Evaluation Organisation (1961) estimates the percen- 
tage of area under improved seeds at 25 per cent for paddy and 
50 pel cent for wheat The percentage was only 13 for jowar^* 
It IS estimated that normally 5 to 10 years are required for 
placing the entire area of a crop under improved varieties 
through organised multiplication and distribution of seeds* But 
the best results from the improved seeds generally are obtained 
only with a more liberal manurial treatment than what is needed 
for the traditional varieties If this could be arranged, it should 
be possible to effect a 10 to 15 per cent increase in yields® The 
Extension Services now m operation and their expansion to cover 
all the villages will make rapid progress possible m this direction- 

Multiplication and Distribution of Improved Seeds 

Though arrangements for distribution of improved seeds, 
sometimes treated with sulphur to prevent misuse, have been 
made in some States, only m the Punjab has the Government 
assumed responsibility for supplying improved seeds to cultiva- 
tors through authorised agents The Punjab Improved Seed 
and Seedlings Act, 1950, makes it mcumbent on cultivators in 
any notified area to use only the improved variety sold by autho- 
rised agents on«* behalf of the Department of Agnculture Such 
agents can stock no other variety of seed except the improved one 
The officers of the Department are empowered to enter any field 
for the purpose of ascertaining whether improved varieties are 
being grown or not As a result, the area under improved varieties 
in the Punjab under aU crops is relatively large In other States, 
steps have been taken to encourage the use of improved vaneties 

2 Study of the Multiplication and Distribution Programme for Improv- 
ed Seed, Programme Evaluation Orgamsation, Planning Commission, Gov- 
ernment of India (1961X P 19 

3 Ibid, VP 153-174 

4 Report on Seed Multiplication Schemes (India), Committee on Plan 
Projects, Government of India (1961), p 2 

"^5 Ibid, p 2 
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by the distribution of better yielding strains at reasonable pnces 
Establishment of seed farms in all development blocks to meet 
the requirements of foundation seed of improved varieties was one 
of the principal programmes undertaken in the Second Plan In 
all, about 4,000 seed farms are reported to have been set up by 
the end of the Second Five-Year Plan and about 800 more are 
expected to be established in the early years of the Third Plan 
It IS also proposed to set up seed testing stations for ensuring 
quality of seeds issued by the seed farms The Planning Commis- 
sion has reviewed the progress so far achieved and has again 
stressed the need for improvement m the system of seed multi- 
plication and distribution The problem is one of evolving varie- 
ties of seed suitable for the different climatic and ecological condi- 
tions in the various regions of India and of making such seed 
available to the farmer on a dependable basis In the Third Plan 
period, special efforts will be made for propagation of high-yield 
hybrids of maize and jowar It has been observed that with 
moderate amount of nitrogenous fertilizers, the maize hybrids 
would yield more than twice the yield of local varieties A target 
of brmgmg 25 per cent of the maize area under hybrid varieties 
is fixed for the Third Plan The area under foodgrams covered by 
impioved seeds in the country as a whole is estimated to increase 
from 55 million acres or 20 per cent of the total area under food- 
grams in 1960-61 to 203 million acres by the end of the Third 
Plan® The area under improved seeds of foodgrams mcreased 
by 22 million acres in 1961-62 and 1962-63, and is estimated 
to increase by 17 million acres in 1963-64 The success m this 
direction will, however, depend on the efficiency with which pro- 
duction, multiplication and distribution of improved seeds are 
organised The estimated area under important crops covered by 
improved seeds in 1957-58 is shown in Table I The experience 
gained so far indicates that the size of seed farm should be at 
least 50 acres, to fully realise economies of scale ^ It is also neces- 
sary to secure better co-ordmation between the activities of re- 
gistered growers entrusted with the multiplication of improved 
varieties of seed and the agencies in charge of distribution 

6 Report on the Third Five-Year Plan, Planning Commission, Govern- 
ment of India (1961X p 312 

7 Report on Seed Multiplication Schemes (India), Op at, p 62 
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Table I 

ESTIMATED AREA UNDER IIMPROVED SEEDS FOR DIFFERENT 
CROPS IN 1957-58 


(m million acres) 


Crop 

Aiea 

Rice 

16 6 

Wheat 

18 6 

Jo war 

88 

Bajra 

29 

Barley 

49 

Ragi 

37 

Small Millets 

12 


Source Indian Council of Agncultural Research, New Delhi 


CONTROL OF PESTS AND PLANT DISEASES 

Insects, pests, fungoid diseases and weeds damage crops and 
nullify the benefits of other improvements such as better seed 
and better manure The evil has shown signs of spreading with 
improvement in transport The loss suffered thiough damage 
done by diseases and pests to crops at various stages of growth 
from sowing to harvesting and m storage and transportation is 
estimated to be 20 per cent of total crop output Nearly 40 
diseases and over 85 species of insects are known to attack the 
nee crop in fihe field and in storage, the most widely prevalent 
diseases being blast, helmmthos poriose, stem and foot rot and 
pests being stem borers, gall flies, grass hoppers and caterpillars 
As regards wheat, millions of tons of wheat were destroyed by 
the vast epidemic rust m 1947 and 1954. In 1950 and 1957, the 
potato disease attacked this crop over wide areas in Bihar, Uttar 
Pradesh and Punjab causing a loss of over 50 per cent of the crop. 

Some amount of pioneering work has been done by the State 
Agncultural Departments and the Indian Agricultural Research 
Institute m the study of life habits of important pests and the 
methods of control of certain diseases. Another field in which 
systematic investigations have recently been started is the quanti- 
’^tative estimates of the incidence of pests and diseases on crops. 



CROP PRODUCTIVITY 


109 


The Indian Council of Agricultural Research is currently engaged 
in conducting a study on the problem of incidence of stem borer 
and gall fly, etc , on rice ^ 

The Plant Protection Organisation at the Centre consists of a 
Directorate with the Plant Protection Adviser as its head and 
three mam divisions (i) Entomology, (ii) Plant Diseases and 
(ill) Quarantine The Directorate advises the States on the control 
of various diseases and pests and helps them in setting up plant 
piotection organisations in their areas Locust control work is 
also Its responsibility The primary function of the organisation 
at the Centre and m the States is to fight outbreaks in epidemic 
form It also undertakes investigations of plant diseases and pests 
and the prescription of measures for their eradication 

The methods of control adopted for preventing damage to 
crops can be classified under four categories . (i) quarantine, i e., 
the prevention of entry of plant and animal pests from countries 
outside India, (ii) biological control, i e , employment of an insect 
to check the development of another insect, (iii) cultural methods, 
i e , variation in cultural practices such as the introduction of 
resistant varieties of crops, changes in rotation, time of sowing 
of plant, deep and shallow cultivation, giving or withholding of 
irngation, etc , and (iv) chemical treatment In the past, owmg 
to lack of efla.cient quarantine arrangements, injurious insects and 
pests frequently entered the country and spread widely Recently, 
quarantine and fumigation stations have been set up at Madras, 
Calcutta and Bombay Plant quarantine measures^ are also being 
devised to prevent spread of diseases and pests through inter- 
state movement of plant matenals The biological control and 
pest control methods have been adopted widely against sugarcane 
borers and nepanthes of coconut in the south As regard^cul- 
tural methods, changes in the time of sowing have considerably 
helped in protecting wheat from the hessian fly and cotton from 
the tirak disease Disease resistant varieties of wheat, nee and 
potato are being successfully developed and adopted In recent 
years, the use of insecticides and fungicides like chlorinated hydro- 
carbon compounds and organo-phosphorous compounds has 
grown considerably Many antibiotics have been used to control 

8 Annual Report of the Indian Council of Agricultural Reseaich, 196'J> 
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bactenal plant diseases Measures against the locust menace, 
which causes considerable damage to crops in the north-western 
and western parts of India, are being taken by the Central Locust 
Organisation in the form of spraying and dusting of chemicals 
on a large scale in the breeding areas To intensify these measures, 
aeroplanes, helicopters and other equipment aie being obtained 
under the Technical Assistance Programme In 1963-64, the 
Aerial Unit of the Directorate of Plant Protection and the air- 
crafts of private firms sprayed 93,572 acres against pests and 
diseases 

On the whole, however, over the past decade, plant protec- 
tion measures have lagged behind other agricultural programmes 
In the Second Plan, the programme is estimated to have covered 
about 16 million acres of land which is estimated to increase to 
about 50 million acres during the Third Plan “ Since the increase 
in the area benefited by plant protection measures was only a 
htde over one million acres in the first two years of the Third 
Plan, It is necessary to pursue a more vigorous programme for 
plant protection through adequate supply of manually operated 
sprayers, dusters and pesticides to farmers and their organisabons 

IRRIGATION 

The most important factor for improving yields is adequate 
and timely water supply The total imgated area in 1960-61 was 
only 68 6 million acres or 21 per cent of net area sown of about 
320 million acres Even in irrigated areas, water is sometimes 
m short supply resulting m delayed planting and causing losses 
amounting to 20 to 30 per cent of normal yields “ In regions of 
heavy rainfall, absence of proper drainage facihties causes erosion 
of soil In areas of low rainfall, yields are kept down for want 
of sufficient nutrients in the soil, manures and fertilizers can do 
little good in the absence of adequate water supply 

Evolution of Government Policy 

The attention of the Government to the need for irrigation 
works was drawn sharply by the various famines during the 19th 

9 Report on the Third Five-Year Plan, p 313 
10 Agncultural Legislation in India, Vol III— Agncultural Productisn 
Old Development, Government of India (1952), p. viiL 
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century, but Government was reluctant upto the end of the century 
to face up to the question in all its seriousness, mainly out of 
consideration of cost Their pohcy was to develop productive 
irrigation works and to neglect protective ones It was in 1901 
that the Irrigation Commission emphasised the protective value 
of irrigation works and pointed out that the indirect savings they 
may bring about by reducing the cost of famine relief, and by 
obviating the need for remissions of the land revenue, etc., would 
often make up for the expenditure on such works More than 
this, however, the Commission argued that “the expenditure which 
the Government may legitimately incur on famine prevention 
cannot be limited by a consideration of the reduction in the future 
cost of famine to the State which will result from such expendi- 
ture” and that “a much higher scale of expenditure may be justi- 
fied for the sake of saving the inhabitants of insecure tracts from 
all the losses and demoralization and miseries of famine ” 

As a result of the above recommendations, fresh Provincial 
surveys were made and a large number of new irrigation pro- 
jects was undertaken Till 1919, ail the irrigation projects in 
India were controlled by the Government of India and were sanc- 
tioned with the approval of the Secretary of State Under the 
Reforms of 1919, irrigation was classed as a Provincial subject 
Since then, there has been greater activity in regard to irrigation 
and several projects have been undertaken The Sutlej-Valley 
works were sanctioned in 1921-22 and were completed in 1932-33 
at a cost of Rs 33 31 crores In Bombay, the Bhandadhara Dam 
and the Lloyd Dam at Bhatgar were completed ij;i 1925 and 1926 
respectively In UP the Sarda Canal was opened m 1928 and 
It irrigates about 8 5 lakh acres The Cauvery-Mettur project, 
started m 1925 and completed in 1934 at a cost of Rs. 737 lakhs, 
serves an area of 1 3 million acres This scheme also includes 
supply of hydro-electric power for industrial purposes 

The advent of Independence 'provided the necessary impetus 
for the evolution of a national policy in irrigation The need to 
strengthen efforts in developing irrigation was further emphasised 
by the fact that with the partition of the country in 1947, major 
portion of the irrigated area and area under rice, wheat and jute 
went over to Pakistan and thereby disproportionately reduced their 
production within the country This gave added impetus to % 
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expansion of irngation, from large as well as small projects as 
a necessary condition for diversifying agriculture and increasing 
crop yields This recognition was given immediate effect with the 
initiation of planning for the all-round development of the coun- 
try This is evident from the financial provisions made for irriga- 
tion during the three Plan penods 

The First Plan allotted Rs 400 crores or about 20 per cent 
of the total plan outlay for irrigation Highest priority was given 
m the First Plan to the completion of the projects already under 
construction and on which considerable sums of money had 
already been expended It was not possible, therefore, to include 
many new works of irrigation in the First Plan In the Second 
Plan, Rs 571 crores, constituting about 12 per cent of the total 
plan outlay, were allotted for irrigation But there was a significant 
change in the nature of the irrigation programme m the Second 
Plan There was a shift m emphasis from multipurpose to single- 
purpose schemes, and from major to medium irrigation projects. 
Thus, as compared to about 9 schemes (including power projects), 
each costing Rs 30 crores and above in the First Plan, there was 
not a single scheme m this category in the Second Plan The Third 
Plan allocated Rs 900 crores or about 12 per cent of the total out- 
lay for irngation The huge investment involved in major irriga- 
tion projects and the slow pace of utilisation of the irngation 
faalities created during the First and Second Plans led to the 
consideration of shifting the emphasis to minor irrigation works at 
the time of the formulation of the Third Plan 

The aggregate estimated cost of major and medium irrigation 
schemes included m the First and Second Plans is Rs 1,400 
crores By the end of the First Plan, an outlay of Rs 380 crores 
was incurred on these schemes The outlay on these schemes in 
the Second Plan is estimated at Rs 370 crores In the Third 
Plan, these schemes will require an outlay of about Rs 436 
crores, leaving a balance of about Rs. 214 crores to be carried 
over in the Fourth Plan. The estimated outlay on new schemes 

11 Including flood control 

12 Irrigation projects costing more than Rs. 5 crores each aie classed 
as major schemes and those costing between Rs 5 crores and Rs 10 lakhs 
as medium schemes Schemes costing Rs 10 lakhs or less are classed as 
minor schemes provided they do not form part of any existing major or 
^dium scheme 
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included m the Third Plan is Rs 164 crores, requiring an addi- 
tional Rs 200 crores m the Fourth Plan for their completion 

In the First Plan, an outlay of about Rs 85 crores was 
originally provided for minor irrigation schemes against which 
the amount actually spent was Rs 45 83 crores In the Second 
Plan, an outlay of Rs 121 crores was provided for minor irriga- 
tion schemes under the Community Development and National 
Extension Programme and Agricultural Programmes put together 
However, m 1958, this outlay was revised upwards to Rs 147 6 
crores Upto 1959-60, a sum of Rs 106 61 crores or about 72 
per cent of the revised outlay was spent on these schemes In 
the Third Plan, Rs 250 crores have been provided for minor 
irrigation schemes 

Progress in Irrigation 

The net area under irrigation, which was 51 5 million acres 
or 18 per cent of the net area sown m 1950-51, increased to 
about 68 6 million acres in 1960-61, forming 21 per cent of the 
net area sown The net area irrigated in 1960-61, represented 
an increase of 33 per cent over 1950-51 A net area of 89 9 
million acres, constituting about 28 per cent of the net area 
sown, is expected to be irrigated by 1965-66, representing an 
increase in imgated area of 75 per cent over 1950-51 

During the First Five-Year Plan, it was proposed to bring 
under irrigation an additional area of 19 7 million acres, 8 5 million 
acres from multipurpose and major irngation projects and 112 
million acres from minor irrigation works Thus, the net area 
irrigated was expected to increase to 71 2 million acres in 1955-56 
from 51 5 million acres in 1950-51 However, at the end of the 
First Plan, the area actually imgated was 56 2 million acres 
Thus only 23 8 per cent of the targeted increase could be achieved 
As compared to the target of 8 5 million acres from the major 
and medium projects, imgation potential amounting to about 
6 5 million acres was created, the additional net area irrigated 

13 The Mid-term Appraisal of the Third Five-Year Plan has revised 
this estimate to 85 8 million acres ^ 
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being abeut 2 9 million acres, representing about 45 per cent of the 
potential created An additional area of only 1 8 million acres^ 
was irngated from minor irrigation sources The Second Plan 
had envisaged an additional area of 18 million acres — 9 million 
from major and medium projects and 9 million from minor irri- 
gation works — to come under irrigation The achievement was 
relatively better for mmor irrigation works As compared to an 
additional net area of 4 7 million acres irrigated from major and 
medium projects, 7 7 million acres were irrigated from minor irri- 
gation works During the Third Five-Year Plan, an additional 
area of 202 million acres — 11 7 million from major and medium 
projects and 8 5 million irom minor irrigation woiks — is pro- 
posed to be brought under irrigation The additional irrigation 
potential created under major and medium projects between 1951- 
52 and 1962-63 was 14 27 million acres (gross), and actual utilisa- 
tion was estimated at 10 6 million acres or 74 per cent of the 
potential “ The progress in major and medium irrigation during 
the three Five-Year Plans is indicated in Table II The utihsation 
of the irrigation potential has improved over the Second Plan 

Table II 


PROGRESS OF IRRIGATION (MAJOR AND MEDIUM SCHEMES) 
DURING THE FIVE-YEAR PLANS 



Year 

Actual Area Irrigated 
(in million net acres) 


1950.51 

22 0 


1955-56 

24 9 


1960-61 

29 6 


1965-66 (utilisation expected) 39 6* 


•The addition of 10 million acres is the gross 

Di Report on the Third Five-Year Plan, p 382, and The Third 

Plan Mid-term Appraisal, pill 


-Jl. Appraisal, Planning Commission, Gov- 

i^ment of India (1963), p 103 
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from 48 per cent to 71 per cent and is expected to be 80 per cent 
by the end of the Third Plan^ 

By 1958-59, the percentage of gross irrigated area to the total 
under cultivation was highest m Madras with 42 8, followed by 
Tammu & Kashmir (42 7) and Punjab (38 8) In the middle range 
were Andhra (28 9), Assam (25 5), Uttar Pradesh (24 6), West 
Bengal (22 4) and Kerala (22 9) States where less than 10 per 
cent of area was irrigated, were Mysore (8 2), Maharashtra- 
Gujarat (61) and Madhya Pradesh (4 8) 

Among the various sources of irrigation, minor irrigation 
works such as tanks, wells, bhandaras, etc , constitute the most 
important source of irrigation. For undivided India, in 1920-21, 
of the total net irrigated area of 48 9 million acres, 59 per cent 
was irrigated from minor sources With the development of 
Government canals in the ’thirties and the ’forties, the propor- 
tion of the area irrigated from minor sources declined to 55 per 
cent in 1930-31 and it further declined to 52 per cent in 1942-43 
In 1950-51, 66 per cent of the total net irrigated area of 51 5 
million acres was irrigated from minor sources In 1960-61, 
minor irrigation sources irrigated a net area of 39 million 
acres, representing 56 per cent of the total net irrigated area. 
On an average, for the three-year period 1956-57 to 1958-59, of 
the total irrigated area of 56 7 million acres, wells accounted 
for about 29 per cent, tanks for 20 per cent, small private canals 
for 5 6 per cent and other minor sources for 9 5 per cent Major 
irrigation works accounted for the remaimng 3*5 9 per cent of 
the area irrigated 

In the immediate programme of extension of irrigation, small 
and medium irrigation works have an important part to play 

15 At the time of formulation of the Third Plan, the State Govern., 
ments had estimated that a potential of 13 2 million acres (gross) would 
be created by the end of the Second Plan with a utilisation of 10 million 
acres Achievement subsequently reported was a potential of 12 09 mil- 
lion acres and a utilisation of 8 59 million acres (gross) The target for 
additional potential and utilisation m the Third Plan was 16 3 million 
acres and 12 8 million acres respectively Recent estimates of State Gov- 
ernments place the likely achievements at 111 million acres of potential 
and 10 million acres of utilisation On this basis, the shortfall would 
be 5 2 million acres and 2 8 million acres respectively See Third Plan 
Mid-term Appraisal, Op at, pp 102 and 111 -.s. 
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They have some definite advantages They involve smaller ca- 
pital outlay and can be executed in a much shorter period It 
IS, however, necessary to note some of the drawbacks of medium 
and minor modes of irrigation such as tube-wells, tanks and 
wells With tube-wells, it becomes uneconomical to locate them 
away from the mam hydel-line Tanks in many regions tend to 
get silted necessitating desilting at regular intervals In regions 
where the water-table is not sufficiently high, sinking of wells may 
prove a disproportionately costly proposition An important 
drawback of medium and minor modes of irrigation arises out of 
their small catchment area In years of low rainfall when the 
need for irngation is urgent, they may fail to provide irrigation 
water m sufficient quantities 

SOIL CONSERVATION 

The best possible use of land and water, on the basis of 
ascertained knowledge on topography and climate, for the 
maximum benefit of society, has come to be known as soil con- 
servation^® Soil erosion is an old phenomenon m this country 
and has left its mark over wide tracts and contributed to low 
productivity The pressure of increasing population and indis- 
criminate encroachment on the natural protection of the soil have 
let loose the forces of destruction 

The factors responsible for soil erosion are: (1) deforestation, 
(2) over-gazing, (3) ploughing or clean cultivation of sloping land 
and (4) burning of forest as m jhuming — shifting cultivation 
Erosion occurs not only in areas of heavy rainfall but also in dry 
regions The problem is to reduce the velocity and the amount 
of water running off the surface 

It is estimated that m the country as a whole about 200 
million acres, that is, almost a fourth of the country’s land surface 
suffers from erosion On the whole, about 2 per cent of surface 
soil IS lost every year through erosion According to agricultural 

16 Soil conservation is sometimes taken to mean prevention of dete- 
rioration or protection from destruction rather than a positive change for 
the better But the term has a positive connotation, viz , the best possible 
use of land and water 

17 Report on the Third Five-Year Plan, p 367 

18 Paper read by Captain V M Chavan, before the meeting of the 
Crops and Soils Wing, Indian Council of Agricultural Research, 
l^rch, 1950 
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experts, about 60 per cent of the rural areas in the Punjab are 
affected by soil erosion The survey of 50,000 acres earned out 
in the erstwhile Bombay State also disclosed that only 17 to 23 
per cent of the area is not affected by erosion, while 60 per cent 
IS affected so seriously that only 9 inches of the lop soil is left 

The problem exists in almost all States In Gujarat, there is 
the problem of arresting the onward march of the Kutch and Ra- 
jasthan deserts and of preventing the big rivers from cutting into 
fertile alluvial soil on their banks and forming what are called 
Kotais In the Deccan and Karnatak, the land is undulating and 
measures have to be taken mainly to prevent sheet erosion and 
gully formation Over a large part of India, the people have ac- 
cepted a slowly deteriorating environment as a part of the scheme 
of things, the vast majority is imaware that erosion is slowly 
eating into the soiP^ 

The measures for controlling erosion and restoring the pro- 
ductivity of eroded land can be broadly grouped into four types 
(1) regulation of land use in accordance with physical chaiacte- 
nstics, (2) afforestation and preservation of forests by scientific 
forest management, (3) improvement of land use practices which 
include such measures as putting the upper slopes into grass, 
ploughing along the contours and strip cropping on sloping lands, 
proper crop rotations, application of adequate manure and fertili- 
zers, care of fallows and other uncultivated lands and (4) engineer- 
ing measures such as construction of bunds and terraces, check 
dams, channels for drainage of surplus water, gully plugging, etc 

The forest and agricultural departments in India have some 
achievements to their credit m initiating measures for control of 
soil erosion, but the problem has not been tackled so far on a 
comprehensive basis The Russell report observed that protec- 
tion against erosion should be the responsibility of Govern- 
ment, It should not be left entirely to the individual It also 
recommended the holding of annual soil conferences where ex- 
perts m forestry, animal husbandry and soil could meet and dis- 

19 Irrigation and Power, Volume IX, No 2, April 1952, p 161 

20 Proceedings of the UN Scientific Conference on Conservation and 
Utilization of Resources, Vol VI Land Resources (1951), P 127 

21 G V Jacks and R O Whyte The Rape of the Earth (1939), 

PP 86-88 ^ ' 
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CUSS the problems of different areas and suggest suitable reme- 
dies The Crops and Soils Wing of the Indian Council of Agn- 
cultural Research (ICAR) has done considerable work along these 
lines 


Since Independence, soil conservation has received a promi- 
nent place m agricultural improvement programmes The Planning 
Commission has recognised that a large part of the soil conserva- 
tion work has to be done ultimately by the farmers For this 
purpose, it has envisaged a Central Organisation as well as cor- 
responding State Organisations to aid in the dissemination of 
knowledge about the nature of the erosion problem to the farmers 
so as to enlist their active participation in the programmes for 
controlling erosion Improvement m farming practices is one of 
the measures of control which depends entirely on farmers 
Government can only convince them of the need for such improve- 
ment through demonstration of the correct methods. It must be 
emphasised that soil conservation involves co-ordinated and co- 
operative endeavour It is no use one man constructing bunds in 
his field if that field is unprotected from the wash delivered on it 
by untreated land above This is also true of many other im- 
provements such as use of pesticides.®" 

Several States have passed legislation for ensurmg that the 
necessary action is taken by the owners of land to prevent soil 
erosion and to facilitate land improvement. The solution of the 
problems of soil erosion is linked with adequate provision of graz- 
ing areas, enclosures to prevent mdiscrimmate grazing and wider 
introduction of fddder crops which in turn would mean not only 
an improvement in livestock but also more manure and therefore 
greater fertility In the Second Plan, about Rs 18 crores were 
spent on carrying out soil conservation works During the First 
and the Second Plan, soil conservation measures were earned out 
over an area of 3 2 million acres of agricultural land The main 
Item was contour-bunding and terracing which made good pro- 
gress m the erstwhile Bombay State, benefitmg an area of about 

22 Sir John Russell Report on the Work of the Imperial Council of 
Agricultural Research in Applying Science to Crop Production in India, 
Government of India (1937), p 57 

23 See Dr Burns Technological Possibilities of Agncultural Develop- 
ment m India (1944), p 120 
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2 million acres About 12 million acres of land were also 
surveyed under an integrated All-India Soil Conservation and 
Land Use Survey 

The Third Plan envisages considerable expansion in soil 
conservation works The planned outlay is Rs 73 crores and the 
programmes include contour -bunding of 1 1 million acres and exten- 
sion of dry farming techniques to about 22 million acres In the 
first two years of the Third Plan, soil conservation work was 
undertaken over an area of 2 4 million acres An additional area 
of 1 8 million acres would be covered during 1963-64 The pro- 
grammes for ram water conservation and strip-cropping are also 
to be emphasised. 


MANURES AND FERTILIZERS 

The problem of providing adequate quantities of suitable 
types of organic and inorganic manures has been subjected to 
much discussion in the last three-quarters of the century As 
Dr Voelcker emphasised, the problem is not ignorance or apathy 
on the part of the local cultivators but absence of cheap fuel, on 
the one hand, and the costliness of the manures and fertilizers, 
'On the other On the first aspect, careful planning is needed by 
the Forest Department which has to consider the practicability of 
planting quick growing trees near the villages. As to the second 
aspect, the technical side of preparing suitable types of chemical 
fertilizers has been receiving attention from the Government 
experiment stations The farmer has also to be provided with 
credit for the purchase of fertilizers and manures ^ 

The type of fertilizers needed depends on the soil which 
varies widely in a country of the size of India A systematic 
survey of Indian soils has not yet been earned out However, soil 
experts are of the view that Indian soils are deficient in organic 
matter mtrates and phosphates Nitrogen is of primary im- 
portance in crop production. The low nitrogen status of Indian 
soils was recognised as early as m 1880 by Voelcker The 30 


Madhya 

^ and Uttar Pradesh, larger programmes have been pro- 

P®nod being 27 million awiS 
See Third Plan Mid-term Appraisal, Op cit , p 74 
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years’ observations of drainage experiments at Fusa showed that 
Indian soils might lose about 100 lbs of nitrogen per acre per 
year through drainage and through crops, and the effect of grow- 
mg crops was to reduce the loss of nitrogen through drainage 

''Ik 

Most State Governments have passed legislation making it 
obligatory on Municipalities and Notified Area Committees to 
dispose of night soils in the specified way and a steady improve- 
ment in the amount of urban compost prepared is noticeable 
Under the scheme of Community Projects and National Extension 
Service Blocks, composting of farmyard manure and other waste 
materials is popularised As compared to the production of 1 6 
million tons of urban waste m 1951-52, the production was 2 
million tons in 1955-56 and 3 million tons in 1960-61 In addi- 
tion, sewage and sullage utilisation have been introduced in a 
number of towns The total volume of rural compost was esti- 
mated to reach a level of 155 million tons by the end of the Third 
Plan, as compared to 66 million tons at the end of the Second 
Plan The achievement was about 85 million tons in 1962-63. 
Another most beneficial method by which soil can be conditioned 
IS the growing of leguminous crops and burying them under the 
soil The latter carry out the natural form of nitrogen fixation. 
Though the value of green manure has been recognised, it has not 
become a common practice even m areas where adequate rainfall 
or ample irrigation facilities are available 

Regarding concentrated manure, the principal oil cakes avail- 
able m the country are • groundnut, sesamum, linseed, cotton seed, 
castor, mahua and neem They contam about 3 to 6 per cent 
mtrogen and 1 to 2 per cent phosphoric acid As they are valu- 
able as cattle feed, their availability as manure is limited The 
by-products of slaughter houses which can be usefully conserved 
by the municipalities through proper tankage methods are horns, 
hoofs, bloodmeal, meat-meal, pieces of skin, rejected meat, etc 
Bonemeal is a good form of phosphatic manure About, 1,50,000 
tons of bones are collected annually, of which only about one- 
fourth is converted into bonemeal, and the rest is exported. The 
Third Plan proposed to bring an additional area of about 40 8 
million acres under green manuring As against this target, the 

25 Indian Council of Agricultural Research Silver Jubilee Souvenir^ 
1929-54 (1954), p 60 
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area under green manuring increased to 16 2 million acres m 
1962-‘63, as compared to 13 3 million acres in 1961-62 The anti- 
cipated achievement for 1963-64 has been 20 5 million acres 

The use of chemical fertilizers has, of late, increased consi- 
derably The production, imports and distribution of chemical 
fertilizers since 1952-53 is shown in Table III 

In spite of the increased availability of chemical fertilizers, the 
gap between supplies and requirements continues to be wide For 
example, in regard to ammonium sulphate, "‘a comparison of the 
figures of requests for allotments and actual allotments out of the 
fertilizer pool would suggest that roughly only about one-half of 
the felt demand is being sahsfied.”'^ Similarly, the supply of 
superphosphates in 1959-60 was only 2 4 lakh Iofas as compared 
to the minimum requirements estimated at 15 lakh tons The 
reasons for the gap between requirements and supplies of ferti- 
lize^rs are to be found m slowei growth m clomesUc production as 
compared to taigets of production and difficulties in importing 
adequate quantities of fertilizers owing to the paucity of foreign 
exchange The domestic production of nitrogenous fertilizers was 
to increase during the Second Plan to 2,90,000 tons of mlrcgen 
by 1960-61, while the actual production m that year amounted 
to 97 2 thousand tons of nitrogen 

* It IS evident from the Third Plan Mid-term Appraisal that 
the gap between target and actual production of nitrogenous ferti- 
lizers will not be closed by 1965-66 It is reckoned that domestic 
production per annum will increase to 5 lakh tonj of nitrogen by 
that year as compared to the target of 8 lakh tons of nitrogen As 
a result, supplies have lagged behind requirements durmg the first 
two years of the Third Plan Supplies were 2 8 lakh tons of nitro- 
gen. in 1961-62 as compared to 4 lakh tons of requirements and 
3 5 lakh tons in 1962-63 as compared to (lie requirements of 5 3 
lakh tons In 1963-64, supplies have been estimated at about 4.5 
lakh tons of nitrogen 

^ A similar situation obtains with respect to supplies of phos- 
phatic and potassic fertilizers The Third Plan target is to increase 

, 26 Economic Survey of Indian Agriculture 1960-61 Ministry of Food 
and Agriculture, Government of India (1962), p 2?’ 

27 Programmes of Industrial Development 196T66, Planning Com-s^ 
mission, Government of India (1962) n 340 
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Sourc€^ ‘ F^rtUis^ Statistic 1961-62, FertUi^^r Associatiop of India (1963), 
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their supplies from 70,000 tons of phosphoric acid per year to 
4 lakh tons per year and from 25,000 tons of potash per year 
to 2 lakh tons per year As against these targets, the increase in 
the supplies of phosphonc acid during the first two years was 
small, being only 10,000 tons. Supplies of potassic fertilizers 
depended wholly on imports arranged for by the trade out of 
commercial allotments of foreign exchange. 

Chemical fertilizers yield optimum results when applied along 
with imgation. It is also found that best results are secured when 
both organic and inorganic manures are used in combination. The 
line of advance therefore lies in fully conserving and utilising 
farmyard manure, on the one hand, and supplementing it by ferti- 
lizers in areas which are being brought under irrigation. 

Both in the case of irngation and of fertilizers, promotional 
pricing, involving subsidisation in the initial stages, is justifiable 
and necessary. Over a period, of course, these servces have to pay 
their way In view of the planned increase in the supply of chemi- 
cal fertihzers, it will be a considerable administrative task to 
ensure eflScient distribution of the available supplies. The Ferti- 
liser Distribution Enquiry Committee has particularly emphasised 
the need for promoting the use of fertilizers in the form of mix- 
tures for balanced fertilization and reduction in costs of distribu- 
tion through improved arrangements in this respect Particularly, 
the promotion of balanced fertilization requires extensive soil 
tests to determine the kinds and quantities of fertilizers needed 
for different crops under different conditions This aspect of the 
problem is being studied by the Indian Council of Agncultural 
Research through model agronomic experiments in the various 
agro-climatic regions of the country 

AGRICULTURAL IMPLEMENTS 

Most of Indian agriculture is non-mechanised and only the 
traditional implements are in general use. This is only another 
way of saying that enough capital is not invested in agriculture. 
More than 90 per cent of the ploughs in India are of the indige- 
nous or country type and are not essentially different in shape and 
work capacity from what they were perhaps a thousand years ago 
There is need for imnroved am-iciiltiirsil machmery suitable for 
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Several State Governments have attempted to introduce im^ 
proved ploughs These efforts have met with very limited success. 
There is no one type of plough that will be suitable all over the 
country, nor is it easy to standardise a tew types as the plough is 
locally made by the village artisan. It is difficult to introduce 
improved implements unless the size of the farm is large enough 
The facilities at present available for the servicing and repairing 
of modern implements and tools arc not satisfactory The skill 
and techniques of the local blacksmiths and carpenters need to be 
improved by organising training courses and demonstrations 

Less than one per cent of the cultivated land in India uses any 
power-driven machinery Increased financial assistance under the 
Grow More Food Campaign has accelerated the process of using 
improved implements, diesel engines, electrical motors, etc, for 
agricultural purposes Mechanisation is often taken as meaning 
tractor cultivabon, but if it is conceived as utilisation of power- 
driven machinery for various agricultural operations, there is a 
wide scope for it Tractors have been useful m India only for 
reclamation work, eradication of deep-rooted weeds, in making 
roads, bunds and channels, in anti-erosion work and on large 
estates where big areas have to be dealt with quickly and effi- 
ciently The scope for tractor cultivaTon will remain limited un- 
less some system of co-operative or joint cultivation is accepted. 

Agricultural implements are classified according to the cate- 
gories of work (1) for preparing seed beds, (2) for cultivation 
operations, (3)*for harvesting and threshing, (4) for processing and 
utilisation of agricultural produce and (5) for lifting water Atten- 
tion has been mostly devoted to improvement of the implements 
used for cultivation and for lifting water There exists cons der- 
able scope for improving the efficiency of implements used for 
seed bed preparation and for harvesting operations The indige- 
nous blade harrow has been improved scientifically so that the 
4epth of operations can be controlled A mechanical seed drill 
has been designed and used m a limited way in Peninsular India. 
5mgle row seed drills for jute and groundnuts have also been 
developed The indigenous water-lift of the North has been com- 
pletely replaced by a lift with links and buckets Persian wheels 
have been used in the eastern and southern States The indige- 
nous Mhote or the single bullock water-lift of South India has 
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been improved by using chains and buckets Centrifugal pumps 
driven by engine or electrical power have become increasingly 
popular in Bombay, Uttar Pradesh, Madras and Mysore In 
regard to improved machinery required for subsidiary occupations, 
extensive experiments have been conducted on improving the per- 
formance of nee mills With a view to securing a higher turnover 
of unbroken and unpolished nee kernels, the Japanese type of 
rice hullers, both hand-operated and power-driven have been 
found to be efficient The wooden roller sugarcane crushers have 
been replaced by crushers with iron rollers Barns for curing 
tobacco and cold storage arrangements for potatoes and oranges 
have been designed and built The technological laboratory of the 
Indian Central Cotton Committee at Bombay has designed a hand- 
cum-power-driven table type cotton gm. For transport of agricul- 
tural produce, the bullock cart, however, remains as primitive as 
ever In some parts of Uttar Pradesh, complete cart wheels made 
of steel have become popular In a few organised farms, carts 
with rubber tyre wheels made of steel have become popular “ In 
a few organised farms, carls with rubber tyre wheels are in use. 

The data contained m Table IV indicate that the use of im- 
proved implements and agricultural machinery has been growing 
in recent years 

Supply of Agricultural Machinery and Improved hnplement^^ 

The position m regard to supply of improved implements and 
agncultural machinery as at the end of the Second Plan (1960-61) 
and the provisions in this respect m the Third Plan are indicated 
below 

Improved Implements The improved implements produced 
consist of field implements such as ploughs, seeding and planting 
equipment, hand tools such as spades, shovels and hoes, irrigation 
equipment such as Persian wheels and hand pumps, plant protec- 
tion equipment such as sprayers and dusters and transport equip- 
ment such as wheel barrows and carts At the end of the Second 
Plan, there were 60 factories engaged in the manufacture of im- 
proved implements with a capacity of 30,900 tons in terms of s^eel 
The actual production of improved implements increased from 

,28 Based on the material contained in Programmes of Industnal 
Development 1961-66, Oj? cit , pp 207-227 ^ 
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Table IV 

USE OF IMPROVED IMPLEMENTS AND AGRICULTURAL 
MACHINERY IN INDIA 1961 

(’000 Nos) 


Item 

1951 

1956 

1961 

Ploughs 
(a) Wooden 

31,796 

36,142 

38,324 

(b) Iron 

931 

1,376 

2,299 

Carts 

9,862 

10,091 

12,071 

Sugarcane Crushers 

(a) Power-driven 

21 

23 

33 

(b) Bullock-dnven 

505 

545 

589 

Oil Engines v 

82 

122 

230 

Electric Pumps 

26 

47 

160 

Tractors (used for agncultural 

purposes only) 

9 

21 

34 

Persian Wheels 

N A 

NA 

600 


Source India — A Reference Annual, 1962 and 1963, Government 
of India, and. Agricultural Situation in India, Vol XVH, No 1, April 
1962 


13,875 tons of steel in 1955-56 to 17,400 tons in 1960-61 The 
value of imported implements for the corresponding period was 
Rs. 92 2 lakhs and Rs. 39 lakhs. Thus, there is some indication 
that imports are* declimng with growing domestic production of 
unproved implements According to a survey conducted by the 
Central Small Industries Orgamsation of the Mimstry of Com- 
merce, there were approximately 8{X) small-scale umts m 1955 
in the country which manufactured agricultural implements The 
value of output of these units was estimated at Rs 3 86 crores 
and it was further expected to increase to Rs. 7 71 crores by the 
end of the Second Plan While the demand for improved imple- 
ments is likely to rise in future, no estimates are available of the 
total requirements in this respect 

Power-Driven Pumps (Centrifugal)' The domestic production 
of these pumps increased from 37,000 in 1955-56 to 1,05,000 in 
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1960-61. The domestic availability (domestic production -f net 
imports) durmg the same period increased from 41,234 to 1,06,696 
and was adequate to meet the estimated domestic demand for 

86.000 pumps m 1960-61 

Diesel Engines As against an annual production target of 

21.000 diesel engines for the Second Plan, the annual production 
of these engines increased from 10,371 in 1955-56 to 43,215 in 
1960-61 

Agricultural Tractors Owing to the restrictive import policy 
followed dunng the Second Plan due to foreign exchange diffi- 
culties, the domestic demand for tractors could not be fully met 
during this period For example, only 3,843 tractors could be im- 
ported during the year 1960-61 as against the estimated demand 
of 5,000 tractors for that year. The annual demand is expected 
to increase to 10,000 tractors by the end of the Third Plan 
Licences have been granted to five units for domestic production 
of tractors These will have a capacity of 12,000 tractors and 
then: production will be adequate to meet the domestic re- 
quirement. 

The expansion m the production of agricultural machinery 
planned for the Third Plan is indicated in Table V 

Table V 

PRODUCTION OF AGRICULTURAL MACHINERY 




(’000 Nos) 


1960-61 

1965-66 


(Actual) 

(Planned) 

Power-dnvcn Pumps 

Capacity 

128 

184 

Production 

105 

150 

Diesel Engines 

Capacity 

47 68 

72 

Production 

43 21 

66 

Agncultural Tractors 

Capacity 

: — 

12 

Production 
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In several parts of the country, progressive farmers are adopt* 
ing improved implements on an increasing scale Their experience 
and example could assist in popularising the use of improved im- 
plements To facilitate this. Agriculture and Co-operative De- 
partments should provide effective extension arrangements, train- 
ing, credit and repair services. 

CULTURAL PRACTICES 

India has a long tradition of sound cultural practices, but 
there has been a gradual deterioration from the former standards 
of rotation of crops This is because of lack of proper technical 
advice The prospect of immediate gams from commercial crops 
has often led to indiscriminate departures from the most suitable 
rotation of crops The existing practices require improvement 
in several directions Introduction and popularisation of scientific 
practices in land utilisation and cropping should be an imporfant 
function of the National Extension Service. There is, for example, 
the Japanese method of rice cultivation. The method, it has been 
demonstrated, improves the yield of rice substantially In 1953, 
about 2,80,000 acres were covered under the Japanese method, 
while a partial use of the method was tried on another 3 million 
acres In 1959-60, the area under this improved practice increased 
to 7 2 milhon acres The additional yield per acre reported was 
38 maunds in Madhya Pradesh, 21 6 maunds in Kerala and 19 
maunds in West Bengal There was a record produce of 63 
maunds and 30 seers of paddy at Sultanpur village about 50 miles 
from Bhopal The average yield of paddy per acre in this region 
under the indigenous method of cultivation is between 8 to 10 
maunds. In Maharashtra, considerable progress has been made 
with 2 5 lakh acres under the new method with a record output 
of 1,500 lbs. per acre In addition, in 1960-61 an area of over 
1 1 lakh acres has been covered under partial Japanese method 
in this State.** The propagation of the new method has been en- 
couraged by starting centres for training farmers and setting up 
demonstration plots on cultivators’ fields and Government farms, 
by a reduction m the puce of fertilizers, distribution of improved 

29 Agricultural Situation in India, Vol XVI, No 5, August (Annual 
Number), 1961, p 497 

30 Annual Administration Report 1960-61, Department of Agricul- 
ture, Maharashtra State (1962), p 78" ' ■ 
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•seeds and provision of increased credit facilities, etc In this, as 
m other fields of crop improvement, research, demonstration and 
work on the field have to move together 

Intensive Agricultwd District Progtamme 

An intensive agricultural development project known as 
Intensive Agricultural District Programme (“Package Programme*! 
has been formulated on the hnes of the recommendations 
of the Ford Foundation Team." The programme envisages 
the selection of favourable districts with maximum irrigation 
facilities and minimum natural hazards for mtensive 
■development In these districts, all the elements required 
for increasing food production are simultaneously pro- 
vided The mam emphasis in these districts has been on the 
introduction of a “package” of improved agricultural practices, 
specially application of fertilizers, introduction of improved seeds, 
plant protection measures, provision of credit, and preparation of 
farm production plans for individual cultivators Under the pro- 
gramme, seven districts in Andhra Pradesh, Bihar, Madras, 
Madhya Pradesh, Punjab, Rajasthan and Uttar Pradesh were 
taken up in 1960-61 with the financial and technical assistance 
from the Ford Foundation Subsequently, intensive districts have 
been taken up in all other States, six since 1962-63 and three 
during 1963-64 An intensive agricultural district programme, 
also called the Indo-German Agricultural Project, is being imple- 
mented in the Mandi district of Himachal Pradesh with collabora- 
tion from West Germany from November 1962 «In view of the 
short period which has elapsed, data presently available relate to 
the first seven districts. Out of a total of 140 development blocks 
m the first seven districts, work has been taken up in 123 during 
the kharif season 1962-63 In terms of cultivated area, about 27 50 
lakh acres, representing 35 per cent of the total cultivated area 
m the I A D P. blocks of these districts, had been covered during 
1962-63 

Farm planning for mdividual farmers under the programme 
has proved useful both as an educative process and a practical 

31 Report of India’s Food Cnsis and Steps to Meet It the Agncul- 
tural Production Team sponsored by the Ford Foundation, Government 
of India (1959) p 5 
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expedient for stimulating the use of improved methods of cultiva- 
tion A substantial number of cultivators in the package districts 
are now aware of the potentialities of improved practices The 
number of farm plans actually prepared has increased from 55,000 
m 1960-61 to 3 8 lakhs in 1962-63 and is expected to increase to 
10 26 lakhs in 1963-64 in the first seven districts alone The most 
encouraging development has been the increased use of fertilizers 
by cultivators in all the districts Nitrogenous fertilizers distri- 
buted in the seven districts increased from 90,400 tons in 1961-62 
to 1,19,900 tons in 1962-63 Similarly, the consumption of 
phosphatic fertilizers increased from 20,000 tons in 1960-61 to 
61,000 tons in 1962-63 In addition to the use of inorganic 
manures, emphasis has also been laid on the development of local 
manurial resources, such as green manuring and rural compost. 
A total area of 1 65 lakh acres was brought under green manuring 
in the districts of Ludhiana, Raipur and West Godavari in 1962-63* 
There was also a steady increase m the quantum of improved 
seeds distributed to cultivators In the field of plant protection, an 
area of 8 15 lakh acres was treated against pests and diseases 
during 1962-63 as compared to 5 49 lakh acres in 1961-62 Efforts 
are also being made in prophylactic treatment of seeds and crops 
to ward off attack of insects and diseases The districts are imple- 
menting a comprehensive programme of scientific demonstrations 
on cultivators’ fields for propagating the ‘“package of practices.” 
During 1962-63, about 17,400 demonstrations were laid out ors 
various crops as against 12,600 dunng 1961-62“ An implements 
workshop is being established in each package district m order 
to give fillip tcf the production, popularisation and demonstration 
of improved implements suited to the region Steps are being 
taken to rationalise and render more effective the working of co- 
operative institutions at all levels The volume of short-term 
loans advanced by primary co-operative societies in the first 
seven distncts increased from Rs 860 lakhs in 1959-60 to Rs 1158 
lakhs in 1961-62. The amount of medium term loans advanced 
increased from Rs 42 lakhs to Rs 177 lakhs during the same 
penod To ensure that credit facilities are used for productive 
purposes, short-term loans are being advanced, as far as possible, 
m kind rather than in cash and efforts are being made to observe- 

32 Report on the Activities of the Department of Agriculture 1963-64„ 
_^inistry of Food and Agriculture, Government of India (1964), pp 16-17,^ 
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more strictly seasonability in credit operations corresponding to 
the cropping pattern of the region. 

In all the I A DP districts appreciable increases were 
achieved in the yields of crops included under the programme 
during 1961-62 as compared to 1960-61 The average yield rates 
of nee recorded an increase of 21 3 per cent in Shahabad, 20 4 
per cent in West Godavari and 12 6 per cent in Tanjore Simi- 
larly, the yield rates of wheat went up by 6 8 per cent m Aligarh 
and 12 8 per cent in Ludhiana during 1961-62 as compared to 

1960- 61 Durmg the kharif season of 1962-63, however, as a 
result of the widespread natural calamities, there was a general 
decline in the level of crop yields in almost all the districts as 
compared to the previous year The corresponding decline re- 
gistered in the ‘controP areas was larger than that in the I A DP 
areas m most cases. In Aligarh, however, there was a phenome- 
nal increase m the yields of maize and bajra during 1962-63 over 

1961- 62, being 168 per cent in the case of maize and 57 per cent 
m the case of bajra It may be mentioned that the rabi season 
of 1962-63 has been generally favourable to the growth of crops 
In Aligarh, the yields of wheat and barley registered a slight in- 
crease during 1962-63 as compared to 1961-62 Similarly, in 
Shahabad, there was some increase m the yields of wheat and 
gram.” 

The first seven districts have drawn up plans for expanding 
the coverage to 50 lakh acres in 125 blocks durmg 1963-64 In 
the case of the remaining districts to which the programme was 
extended subsequently, work has been taken up out of 169 
blocks in 1962-63 and in 56 during 1963-64 The Indo-German 
Agricultural Project in Madhya Pradesh has already made a good 
impact in the Mandi district Upto November 1963, 28,643 farm 
plans were prepared, 2,495 composite demonstrations were laid 
out and over 1,700 tons of chemical fertilizers were distributed 
m the district” With the object of accelerating efforts for 
agricultural production, during 1962-63 40 districts were marked 
for intensive development of rice and 76 districts for intensive 

33 Agricultural Situation in India, Vol XVIII, No 5, August (Annual 
Number), 1963, pp 295-298 

34 Report on the Activities of the Department of Agriculture, 1963-64, 
Op cit, p 17 
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development of millets.^ Ehinng kharif season of 1964«65. 73 
districts have been selected for intensive cultivation of paddy 
and 53 districts for the millets and pulses programme Similarly, 
20 districts have been selected for intensive cultivation of wheat 
during rabi 1964-65 To a greater extent than other areas, in- 
tensive agricultural districts provide the necessary facilities for 
raising the technical level of agriculture, and experience gained 
in work in these districts should stimulate development else- 
where 


PROGRESS OF TECHNICAL RESEARCH 

The formulation of a comprehensive and phased programme 
of crop improvement on the lines indicated will have to be based 
on the progress that has been so far made in technical research 
in agriculture m this country There are three distinct stages 
in such progress (a) acquisition of scientific knowledge by spe- 
cialised research and study; (b) application of the knowledge 
on experimental farms and stations under conditions approximat- 
ing to those found in rural life, and (c) extension of the results 
thus obtained to the agriculturists who are the real beneficiaries 
concerned and who must therefore be convinced as to the de- 
sirability as well as the practicability of the improvements 
suggested 

For the acquisition and development of scientific know- 
ledge, the best media are the Universities and the Technical 
Institutes The number of agricultural colleges and institutions 
in India has been small, and very little of agriculture or agricul- 
tural economics is covered in the Arts courses or the Science 
courses in the Universities It is only m the course of the last 
few years that the Agricultural Colleges and the post-graduate 
institutes for economic research have directed their efforts to- 
wards an intensification of their courses and an improvement of 
their facilities for research®' In recent years, under the Techni- 
cal Assistance and other programmes of the international 

35 The Third Plan Mid-term Appraisal, Op at , p 80 

36 See in this context J D Black and H L Stewart* Report on the 
Research Teaching and Public Administration of the Economics of Agri- 
culture for India (1954) 

The Joint Indo- American Team on Agucultural Research and Education 
(1955) has investigated the position and recommended, in their report, th^ 
^sponsoring of Rural Institutes 
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organisations, Indian scholars and administrators have been sent 
abroad to study conditions in other countries Our own scholars 
have transcended the limitations of the educational system under 
which they grew up and have ventured into higher technical and 
scientific research, often with remarkable success 

Some of the agricultural institutes in the country have been 
carrying on research work m the applied branches of modern 
science bearing on different aspects of agriculture. Recently, the 
scops of activihes ol these institutes has been extended and new 
institutes have also been established for the purpose of develop- 
ing the technical side of research Professors Black and Stewart, 
after a review of the position of agricultural education in India, 
observe that an emphasis on ‘practical work’ in the Indian agri- 
cultural colleges IS highly desirable under Indian conditions. 
They also lay great sTess on post-graduate education and 
research, including agricultural economics, as in the carrying for- 
ward of the Five-Year Plans, there will be need for a rapidly 
growing number of men who are specialised m a very practical 
down-to-earth research to carry out programmes in particular 
areas and situations'^ India has to catch up with the progress 
in other countries and to make up a great deal in the application 
of scientific results to the field. 

Organisation of Research 

The Indian Agricultural Research Institute, now located at 
New Delhi, was originally established by the Government of 
India in 1905 at Pusa in Bihar The Institute occupies a posi- 
tion of all-India importance, its function is to provide a scientific 
basis for the activities of the various Departments of Agricul- 
ture in the States and to undertake work of such wide applica- 
tion as must be done at one centre so as to serve the entire coun- 
try The work of the Institute falls into three divisions : 

(1) standardisation of methods for the use of other stations, 

(2) making collections of insects, fungi, soils, etc, and also a 
register of varieties of crops, all these to be made available to the 
staff of State E^partments, and (3) investigation of agricultural 
scientific problems which seem to be near to practical application. 
The Institute has the following divisions under it: agronomy. 
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botany, entomology, mycology and plant pathology, soil science 
and agricultural chemistry, agricultural engineering, horticulture, 
agricultural extension, agricultural economics, plant introduction 
and microbiology. In 1958, the All-India Soil and Land Use 
Survey started functioning as a separate unit of the Institute. 
The Institute has under its control a total of 11 sub-stations 
located all over the country, in addition to the 24 regional Soil 
testing laboratones and the centres and sub-centres set up in the 
country under the Co-ordinated Maize Breeding Scheme.*® Besides 
Its regular programme of research, the various Divisions of the 
Institute have undertaken a number of research projects financed 
either by the Ministry of Food and Agriculture or by the Indian 
Council of Agncultural Research In recent years, the Inshlute 
has been entrusted with the co-ordination of research projects on 
regional basis. Post-graduate trainmg constitutes an important 
part of Its activities. Besides short-term and refresher courses. 
It provides regular 2-year courses in major disaplines of agricul- 
tural science 

The Institute works in close co-operation with the Indian 
Council of Agricultural Research The problems that should be 
of major concern are the impediments encountered by the culti- 
vator in obtaining maximum agncultural production, and in 
increasing efficiency of production Some of the restrictions in 
production are of immediate concern, such as losses incurred 
through pests, diseases, or inadequate fertilizers, whereas others 
are of long range consequence, such as gradual deterioration of 
soils and land •through erosion or water-logging The jaroblem 
has to be identified and properly diagnosed at the level at which 
it occurs In the course of the development of this Insbtutc, 
the expansion of research in some crops has resulted in the 
establishment of new institutes. The foundations of research in 
cotton, silk, lac, tobacco, potato and sugarcane in India were 
first laid by this Institute which nursed the research activities 
m these subjects till they were later taken over, each by a 
separate research organisation 

The Indian Council of Agricultural Research (ICAR) is a 
Central body, whose pnmary objective is the promotion, guidanra 

38 Scienhfic Reports of the Indian Agncultural Research Institute for 

year 1961, Government of India IlOAii «« i-i- 
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and co-ordination of agricultural and animal husbandry educa- 
tion and research throughout India It finances approved re- 
search work earned out in Government Institutes belonging to 
the Centre and the States, m Universities and also in recognised 
private institutions. As a general rule, the Council does not 
itself undertake investigation There are, however, two directions 
in which it has done so: (i) costs of production of crops, espe- 
cially of cotton and sugarcane, and (ii) the statistical control of 
agricultural experiments Several schemes of the Council’s work 
are carried on through the vanous special institutes established 
for the purpose Pioneering work extending over a wide range 
has been accomplished and a stage is now reached when a re- 
onentation of the Council’s activities is needed to promote fuller 
use of existing knowledge through work on the cultivator’s field 
rather than in the laboratory. 

The Joint Indo-American Team on Agricultural Research 
and Education, which was appointed by the Government of India 
in 1954, made a number of valuable recommendations for im- 
provement of agricultural research and education in the country ^ 
The Team recognised the need for expansion of research not only 
for strengthening the research schemes in operation but also for 
initiating research m neglected fields It stressed the need for 
continued support of agricultural research by the States and for 
expansion of State facilities to be used by the personnel both in 
the Centre and the States It recommended the establishment 
of ICAR as the technical arm of the Ministry of Food and Agri- 
culture for the co-ordination of all research and related activities 
supported by Central funds It was recommended that the Cen- 
tral research institutes and Commodity Committees should be 
under the control and administration of the ICAR 

The recommendations of the first Joint Indo- American Team 
were accepted in principle by the Government of India, but only 
a few of them have been implemented by the Central and State 
Governments. The Second Joint Indo-Amencan Team (1959)^ 

39 Report of the Joint Indo-Amencan Team on Agricultural Research 
and Education, Ministry of Food and Agriculture, Government of India, 
Indian Council of Agricultural Research (1955), pp 27-28 

40 Report of the Second Joint Indo-Amencan Team on Agricultural 
Education, Research and Extension, Ministry of Food and Agriculture, 
Government of India, Indian Council of Agricultural Reseaich (1960), 
pp. 26-40. 
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winch reviewed the progress of work done in this sphere reported 
that little progress could be documented on most of the recom- 
mendations made by the First Team There was, however, an 
increasing awareness for the need to gear the agricultural research 
programme to the major problem of larger agricultural produc- 
tion The Second Team emphasised the need to implement fully 
the recommendations made by the First Team In addition, 
the Second Team recommended the formahon of an Agricultural 
Research Policy Council to idenhfy major problems in agricul- 
tural research policy, to establish priorities, and to determine 
means of implementing a research programme geared to solve 
these problems With the establishment of this high level body. 
It recommended the abolition of the Boaid of Research. At 
the State level, all of the agricultural research programmes should 
be co-ordinated by setting up strong State Research Boards It 
lecommended that gaps in coverage of agricultural research by 
current programmes should be given particular scrutiny with a 
view to bridging them. 

The Council is reorienting its activities on these lines Its 
activities are not limited only to research projects, but include 
extension and development It also undertakes training of 
students m agriculture and animal husbandry statistics In ordet 
to disseminate the results of research, the Council publishes a 
number of journals, monographs, bulletins, pamphlets, etc , 
which range from purely technical communications useful only 
to trained research workers to non-technical ones written in 
popular language for the benefit of the layman The Royal 
Commission on Agriculture (1928) had hoped that “through the 
proposed Council of Agricultural Research it would be possible 
to develop satisfactorily agricultural research in India, to secure 
a continuity of policy and to ensure a programme of ordereii 
advance in the domain of agricultural research ” The Council 
has npw an impressive record of progress to its credit, it has 
established itself as the Central agricultural organisation which 
guides, finances and co-ordinates research problems connected 
With agriculture and animal husbandry m the widest sense of the 
term. 

Agricultural Extension 

The final stage m crop improvement is the extension of the 
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results of research to the cultivator This is the greatest need 
of the moment, for agricultural techniques and methods m this 
country have remained stationary for generations past Some 
excellent results by way of better yields have been obtained at 
the various laboratones and research stations but all these are 
of little avail unless this knowledge is applied to the actual 
fields and farms where the cultivator works 

The ICAR, on the recommendation of the Russell report 
undertook an examination of the methods of demonstration and 
propaganda in use and put forward the project method, the mam 
idea of which is to put across a whole group of tested improve- 
ments simultaneously and to observe the combined effect of all 
these on the cultivator’s income and on the land This method 
implies the use of improved seeds, scientific methods of cultiva- 
tion, manuring, irrigation, drainage, preventive and curative 
measures against pest and diseases, improvement of livestock, 
methods of marketing, etc The demonstration method previ- 
ously adopted was usually confined to one particular item of 
development and was carried out by the Government depart- 
mental staff, whereas the project method incorporates all the 
items of development into a single scheme and has to be worked 
out by the cultivator himself under oflScial guidance and supervi- 
sion This is the basic idea underlying the programme for 
Community Development and National Extension Service, an 
account of which is given in a later chapter 

Orgmisathn for Extension 

The success of programmes for agricultural extension depends 
on the adequacy and efficiency of the organisation entrusted with 
these programmes This implies effective contact between the 
agriculturist and the extension worker and active and viable group 
organisations of agriculturists such as co-operative societies to 
bring about steady improvement m techniques and practices 
From both these points of view, the extension organisation m 
India shows certain deficiencies which need to be noted 

Regarding extension workers, the actual number of workers 
continues to be smaller than the required number in relation to 

41 Indian Farming, March 1941 
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many categories of workers According to the Mid-term Ap- 
praisal of the Third Plan, m March 1963, there were shortages 
ranging from 26 per cent to 30 per cent of the requirements 
among women village level workers, social education organisers 
and progress assistants and from 5 per cent to 6 per cent 
among agricultural and co-operation officers and village level 
workers The effects of such shortages are sometimes further 
accentuated by transfers of personnel at short intervals The 
aptitude of the personnel for extension work also needs to be 
improved through adequate initial and in-service training 

The First and the Second Joint Indo-American Team^^ re- 
commended that the organisation of agriculture and community 
development should be streamlined from the Central Government 
down to the village levels It was recommended that research, 
education and extension agencies should not be involved in 
rendering of agricultural services such as the distribution of im- 
proved seed, fertilizers, or similar activities of a service nature. 
The extension programme should be built around stated objectives 
and goals within the national policy and based upon the needs 
')f rural people It should originate at the farm home, utilizing 
research and scientific information to attain desired results 
Agricultural extension work can be effective only when it is link- 
ed to research and education Teaching institutions m agricul- 
ture are now endeavouring to integrate their activities m accord- 
ance with this principle The ultimate objective should be to 
unify research, education and extension activities of agricultural 
and veterinaiy colleges and rural universities in association with 
the State Departments, with a view to promoting free flow of 
technical advice and guidance 


42 Vide Report of the Second Joint Indo-Amencan Team on Agricul- 
tural Education, Research and Extension, Op cit , pp 41-50 



Chapter VI 


ANIMAL HUSBANDRY 

The basic facts on animal husbandry mcluding dairying are 
presented in Chapter I In this chapter only the salient features 
about animal husbandry are described to provide the background 
for discussion The role of animal husbandry in an economy may 
be assessed m terms of its contribution to production of goods 
and services The total value of livestock products and services 
in India was estimated by Dr Wright in 1937 at roughly 
Rs LOlO crores^ It included, among others, the value of dairy 
products and labour of bullocks in agriculture but excluded 
the potential value of cattle as a means of increasing the ferti- 
lity of the soil The National Income Committee estimated 
the contribution of livestock exclusive of labour value of bullocks 
for 1950-51 at Rs 664 crores which represents about 16 per cent 
of the total income from agriculture According to the revised 
estimates of the National Income Unit of the Central Statistical 
Organisation, the income from animal husbandry at 1958-59 prices, 
amounted to Rs 850 crores for the year 1959-60, forming about 
14 per cent of the total agricultural income In some advanced 
countries like the USA, for instance, the livestock products 
account for over 50 per cent of the total farm products, while in 
the UK, its contribution is as high as 70 per cent of the total 
agricultural income Australia depends for about one-half of the 
income on wool, and for about one-third on meat and dairy 
products 

A relatively low contribution of animal husbandry in India 
is due to the poor quality of animals For example, an average 
milk yield of a cow in India comes to only 413 lbs. (187 kilograms) 
per lactation (the lowest in any country in the world) as against 
3,000 to 5,000 lbs in the USA and the UK, 6,000 lbs in 
Sweden and about 7,000 lbs in Australia The buffalo yields on 

INC Wright Report on the Development of the Cattle and Dairy 
Industries of India (1937), pp 58-59 
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an average 1,101 lbs (500 kilograms)- The average yield of wool 
per sheep m India comes to 2 4 lbs , as compared to 9 lbs m 
Australia, 8 4 lbs in the U S A and 4 1 lbs in the U K The poor 
performance of the animals in India may be attributed, among 
others, to inadequate feeding, defective breeding and irrational 
management of other animal husbandry practices Apart from 
the fact that the livestock population is larger than what could 
be supported with available fodder resources, about 10 per cent 
of this population is considered to be unserviceable or unproduc- 
tive The development plans of India, have emphasised the 
necessity of livestock improvement and Rs 16 crores and Rs 33 
crores were allotted during the First and Second Plan periods res- 
pectively, to the advancement of animal husbandry (including 
dairymg) In the Third Plan also a provision of Rs 90 crores is 
made for the purpose 

The animal husbandry programmes, however, continue to 
encounter serious practical difficulties. Before solutions for them 
can be found, it is necessary that the size and the nature of the 
problem and its essential features should be widely understood 

Livestock economy, livestock production and animal hus- 
bandry are generally used as synonyms Animal husbandry in its 
Wider connotation includes what man does for the animals and 
what the animals do in turn for man In its general use, animal 
husbandry may connote the art and science of breeding, feeding 
and caring for farm animals so that they may be healthy, produc- 
tive, reproductive and useful to man This definition covers 
numerous species hke cattle, buffaloes and other livestock and 
poultry However, animal husbandry for all practical purposes 
relates to livestock, chiefly bovine population Poultry farming 
and fisheries may be treated to a certain extent differently as they 
cover only the small animals 

India has about 25 breeds of cattle and 7 breeds of buffaloes. 
As early as 1938, Col A Olver classified the cattle breeds into 

2 In the Military Dairy Farms in India striking results have been 
achieved in increasing the milk yield of cows by cross-breeding of Indian 
animals with imported European bulls From the mean average yield 
of 3,247 pounds in pure Indian the yield rose to 6,859 pounds m the 
half-bred The average number of days m milk also increased from 273 
days to 324 days as a result of this cross-breeding Continuous introduc- 
tion of foreign blood, however, eventually aifected the constitution 
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SIX groups mainly on the basis of the shape of horns and the 
location of breeds Again in 1953, another classification"^ was 
done more or less on the same lines The Livestock Census of 
India, 1951 also enumerated these and other breeds of livestock 
Cattle breeds have been recently classified in accordance with their 
utility ^ These breeds are divided into two groups, viz , milch 
breeds and general utility breeds The milch breeds are Sahiwal, 
Smdhi, Gir and Deoni, while the general utility breeds are Niman, 
Dangi, Hariana, Mewati, Rath, Ongole, Gaolao, Krishna Valley, 
Tharparkar and Kankrcj It may be noted that this list is not 
exhaustive The buffalo breeds are Murrah, Bhadawan, Jaffara- 
badi, Surti, Mehsana, Nagpuri and Nili 

According to the Livestock Census of India, 1961, there 
were 336 million farm animals Of these, cattle numbered about 
176 million and buffaloes about 51 million, constituting together a 
fourth of the world’s bovine population There were, in addition, 
40 million sheep, 60 million goats, 8 6 million other livestock and 
116 million poultry. 

The rate of increase of livestock population over the last 
decade (1951-61) works out at 1 5 per cent per annum This 
rate was higher dunng the quinquennium 1956-61, being about 2 
per cent per annum The quinquennial rate of increase of sheep 
and goats is 2 6 per cent and 9 8 per cent respectively The 
number of horses and ponies has decreased by about 9 per cent, 
while the other animals have increased by about 7 per cent during 
the same quinquennium There is as much as 23 5 per cent in- 
crease in the number of poultry 

The rate of increase in the bovine population during the last 
decade is given in Table I 

Bovine population constitutes more than 67 per cent of the 
total livestock The livestock economy of India is therefore 
characterised largely by the functions of bovine animals Cattle 
form 77 per cent of the total bovine animals and the rest is repre- 
sented by buffaloes It is, however, observed that the rate of 
increase of buffaloes over the decade (1951-61) is higher (17 8 per 
cent) than that of cattle (13 per cent) Breeding of buffaloes for 

3 FAO Zebu Cattle of India and Pakistan (1953) 

4 First Indian Dairy Year Book 1961, pp 3-11 
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Table I 

VARIATION IN THE NUMBER OF BOVINE ANIMALS 
DURING THE DECADE 1951-61 


Kind 

1951 

1956 

1961 

Percentage 
variation 
(or — ) in 
1961 over 
1951 

Percentage 
variation 
(or — ) in 
1961 over 
1956 



(In millions) 


Cattle 

Males over 3 years 

6180 

64 86 

72 47 

18 3 

117 

Females ovei 3 years 

49 87 

4989 

54 32 

89 

88 

Young stock 

43 56 

43 80 

48 87 

12 2 

116 

Total 

155 23 

158 55 

175 66 

13 1 

107 

Buffaloes 

Males over 3 years 

6 79 

6 50 

7 66 

12 6 

17 7 

Females over 3 years 

21 85 

22 33 

25 02 

14 6 

121 

Young stock 

14 75 

16 07 

18 45 

25 1 

14 8 

Total 

43 39 

44 90 

51 13 

17 8 

13 9 

Total Bovine 

198 62 

203 45 

226 79 

142 

119 

Percentage of Bovine 
population to total 

livestock 

67 8 

67 0 

67 4 

— , 



Source Agricultural Situation in India, Vol XVII, No 1, Apnl, 
1962, pp 121-122 (See All-India Ninth Census of Livestock, Poultry and 
Tractors) 


dairying is becflmmg more popular than that of cattle There was 
an increase of 146 per cent m respect of buffaloes in milk as 
against 8 9 per cent increase in the number of milch cows in 1961 
as compared to 1951. Of the cattle over 3 years, the percentage of 
males was 57 and that of females 43 The reverse is the position 
m the case of buffaloes over 3 years For example, the female 
buffaloes account for as high as 80 per cent of the total, while the 
remaming 20 per cent are male buffaloes Over the last decade 
1951-61, the cows m milk have increased by 7 per cent while the 
buffaloes in ir-rlk rose by 23 per cent In respect of draft animals, 
there has been an increase of 16 4 per cent in the case of working 
bullocks m 1961 as compared to 1951, whereas the corresponding 
^ figure IS 8 per cent for working buffaloes Of the total working 
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animals (draft), about 91 per cent are cattle and the rest (9 per 
cent) are buffaloes It is therefore obvious that the draught power 
m India consists mainly of bullocks The use of cows and buffa- 
loes for draft purposes is very insignificant 

LIVESTOCK IN FARM ECONOMY 

The role of animal husbandry may be better appreciated from 
the point of view of its economic contribution to the national eco- 
nomy and farm economy in particular Farm animals enhance 
the productivity of land and people by providing nutntive food, 
draught power, farmyard manure and some leather and glandular 
products Balanced diet raises efficiency of manpower and pro- 
longs productive life. This diet includes, among others, milk and 
milk products, meat and eggs which are of higher nutritive value. 
Since productivity of manpower and average expectancy of life 
are very low in India, animal husbandry makes good the shortage 
of nutritive articles to a large extent The availability of the nutri- 
tive articles for consumption in different countries is given m 
Table II 


Table II 

PER CAPITA CONSUMPTION OF NUTRITIVE ARTICLES 
IN DIFFERENT COUNTRIES 


(Kilograms per year) 


Countries 

Meat 

Eggs 

Fish 

Milk 

Fats 

Denmark 

65 

10 

16 

, IS 

28 

United Kingdom 

73 

15 

10 

14 

22 

United States 

95 

19 

5 

17 

21 

Ceylon 

3 

1 

7 

2 

4 

India 

2 

— 

1 

5 

4 

Japan 

6 

5 

23 

2 

4 

Australia 

114 

10 

5 

14 

16 

New Zealand 

110 

17 

7 

22 

20 

Brazil 

29 

3 

3 

4 

8 

United Arab Republic 13 

1 

5 

4 

5 

South Africa 

43 

3 

11 

6 

5 


Source The State of Food and Agriculture 1962, FAQ (1962), 



Consumption of most of the nutritive articles such as meat, 
eggs, fish and fats is lowest in India Though the consumption 
of dairy products is slightly higher in India than in Ceylon, Japan, 
Brazil and United Arab Republic, it is very low as compared to 
other Western countries Available supplies of milk and milk 
products in India are not sufficient to meet the requirements of 
mmimum nutritional standard Dr Sukhatme in his study of 
“Food and Nutntion Situation m India,”® has estunated that the 
available supplies of milk and milk products fall short of minimum 
nutritional standard by about 30 per cent The deficit is parti- 
cularly large in meat, fish and egg which provide only about 55 
per cent, 42 per cent and 66 6 per cent respectively of what is 
nutritionally considered as the minimum 

The gross animal milk production in 1960-61 was estimated 
at about 22 million metric tons of which 70 per cent is marketed, 
the balance being either fed to calves or retained for home con- 
sumption Of this, about 39 per cent is used for consumption as 
fluid milk, about 46 per cent as ghee and butter and the rest as 
khoa, curd and other products As pointed out earlier, milk yield 
per cow and buffalo is very low in India as compared to the 
Western countries The average milk yield per she-buffalo is 
however found to be 3 to 4 times the average milk yield of the 
cow As a result, though the proportion of cows m the total of 
dairy animals is high, their percentage contribution to the total 
milk production is low “Though buffaloes form only 30 per cent 
of the milch ammals, they account for 54 per cent of the milk 
compared with^42 per cent yielded by the cows 

Draught Power 

. India IS mainly an agricultural country where cultivation of 
land is largely done with the help of bullocks Though other 
animals are sometimes used for draught purposes, they are com- 
paratively few m number For example, of the total draft animals 
used on the farms, 70 per cent are bullocks, 20 8 per cent cows, 
8 5 per cent male buffaloes and only 0 6 per cent are female 
buffaloes The use of horses and ponies as draught power on 

5 Indian Journal of Agiicultural Economics, Vol XVII No 3 Julv- 
September, 1962, p 11 . , ;r 

^ on the First Five-Year Plan, Planning Commission Govern- 
^ ment of India (1952), p 280 
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farms is very rare in India The fact that bullocks constitute the 
bulk of livestock population indicates that the farm animals are 
mainly maintained for draught purposes The insignificant extent 
of mechanisation of Indian agriculture also justifies the indispens- 
ability of bullocks for agricultural operations 

Table III 

NUMBER OF CULTIVABLE LAND PER DRAFT 



ANIMAL 

AND PER 

TRACTOR 


No of draft 
animals 
(lakhs) 

No of 
tractors 
(thousands) 

Total crop- 
ped area 
(lakh acres) 

No of acres 
per draft ani- 
mal (Col 3 / 
Col 1) 

No of acres 
per tractor 
(Col 3 /Col 2) 

1 

2 

3 

4 

5 

672 

(1951) 

9 

(1951) 

3,259 

(1950-51) 

4 85 

36,211 

778 

34 

3,728 

4 79 

10,965 

(1961) 

(1961) 

(1958-59)^ 




Source India — ^A Reference Annual 1963, Government of India 

(1963), and Agricultural Situation in India, April, 1962 
♦Latest available 


The number of acres per draft animal remains more or less 
same at about 5 acres over the last decade 1951-61 Though the 
ti actors have increased four-fold during this period, they have not 
significantly reduced the importance of draft ammals In 1951 
there was one tractor for as many as 36,211 acres, while at present 
there is one tractor for 10,965 acres In view of certain glaring 
limitations such as lack of adequate capital, technical know-how, 
timely availability of spare parts and the small size of holdings, 
mechanization of Indian agriculture on a large scale is a remote 
possibility The study of agricultural implements and machinery 
reveals the preponderance of bullock-drawn implements 

Determinants of the Draught Power 

The draught power requirement in agriculture is broadly 
governed by the method of cultivation — irrigated or dry farm- 
ing, size of draught animals, crop pattern — mono-cropping or 
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double-cropping and size of holdings Examination of the rela- 
tionship between draught animals -and the area cultivated shows 
that the bigger the size of holding the lesser is the number of 
draught animals required for cultivation This implies that there 
IS inverse relation between the number of draught animals and 
the size of holdings ^'We have to remember that as the cultiva- 
tion is more individualistic, every farmer finds it necessary to keep 
a pair or more of bullocks if he can afford to do so, for the 
more the number of holdings (per 100 acres of cultivated land) 
the more is the number of draught animals”^ The influence of 
irrigation by wells and draught power is also pointed out by the 
same study “ the number of draught animals per lOO acres 
of cultivated land increases as the percentage of irrigated area by 
wells also increases ” The number of labour days per acre is in- 
fluenced by crop pattern in addition to irrigation As compared 
to food crops, cash crops require more animal labour Even in 
respect of food crops the labour required for paddy cultivation is 
comparatively more than that for other crops Again, bullock 
labour requirement naturally goes up with the mcrease in the 
acreage cropped more than once 

The preponderant role of bullock power for farm operations 
IS bound to continue until agriculture undergoes a complete struc- 
tural and technical change It is however necessary to reduce the 
number of bullocks on the farms by improving their quality. 

Farmyard Manure 

Farmyard ftianure, the mam means of conserving the soil 
fertihty, is one of the important by-products of animal husbandry. 
The farmer in India often maintains the animals, among other 
reasons, for the purpose of collecting manure, irrespective of the 
fact whether he has adequate fodder resources or not The farm- 
yard manure is usually collected in the manure pits Most of 
these pits do not conform to any scientific standard like the com- 
post pits As a result, the manure collected in the dung pits is 
exposed to such factors as heat, storms and rams which cause 
substantial loss of chemical ingredients of the manure 

7 Studies m Economics of Farm Management in Bombay State — Report 
for the year 1954-55, Directorate of Economics and Statistics, Ministry of 
^ood and Agnculture, Government of India (1958), p 30 
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The chief deficiency of most soils in India is nitrogen, “ 
it IS not difficult to ensure increased yield by manurmg and espe- 
cially by manuring with nitrogen for which the land has the greatest 
hunger It should be noted that a large proportion of farmyard 
manure is wasted m the form of fuel and outside droppings It 
has been roughly estimated that “40 per cent of what is produced 
IS used as manure, another 40 per cent is used as fuel and the 
remainder is lost due to difficulties of collection 

End-Products of the Carcasses 

The animals serve as a source of income even after death, 
as their hides, bones, blood and other offals have many uses 
Leather products are made of hides, bones, blood and other offals 
can be processed and used as manure Some of the items are 
also used m the manufacture of drugs, lubricants, etc. In spite of 
the high economic value of the dead animals, no systematic effort 
IS made m the villages for making their proper use Even when 
the animals are flayed by the local flayers, only hide is utilised. 
Regarding the use of by-products of the dead ammals, the Board 
of Economic Inquiry, Punjab conducted a survey in 1954-55 in 
the Punjab^ and its observations are generally applicable to other 
States in India also The survey discovered that (1) nearly 30 
per cent of the dead animals are not flayed at all but left to vul- 
tures or buried, (2) the methods of removal, flaying and tanning 
are crude resulting in low quahty hides, (3) parts of the animals 
flayed are not fully and properly utilised, (4) processing of such 
parts is limited and partial, and (5) a perusal o# price spreads 
between the pnmary collectors of animal by-products and the 
final consumers shows that there is a large scale exploitation of 
the former by the intermediaries 

ANIMAL HUSBANDRY PRACTICES 

The role of farm ammals is very significant in providing milk 
and milk products to the farmers’ diet, the services of draught 

8 W Burns Technological Possibilities of Agricultural Development 
m India (1944), p 121 

9 Memorandum on the Development of Agncultuie and Animal Hus- 
bandry in India, Imperial Council of Agricultural Research (1944), p 27. 

10 Utilization of Dead Animals in the Punjab, Publication No. 31 
(1955), p 58 
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animals for cultivation of land, farmyard manure for soil fertility 
and end-products after death as additional income to the cattle 
owners All these utilities of the farm animals are not fully ex- 
ploited The poor animal husbandry practices such as inadequate 
feeding, defective breeding, absence of disease control and irra- 
tional management of other animal husbandry activities, explain 
the unsatisfactory nature of livestock economy 

Animal feeding is inadequate and unscientific It is estimated 
that “the quantity of fodder available is about 78 per cent of the 
requirements while the available concentrates and feeds would 
suffice only for about 28 per cent of the cattle As concentrates 
are usually given only to animals which are heavily worked either 
for milk or draft purposes, it can be said that two-thirds of the 
cattle can be maintained in a fair condition on the existing fodder 
and feed resources Inadequacy is accompanied by malnutn- 
tion also, as the farmers do not adopt scientifically recommended 
feeding standards These standards are generally practised by 
cattle breeding farms and agricultural experiment stations In 
view of the limited availability of fodder resources, cattle are left 
to graze m the open with the result that the grazing lands are 
overcrowded. Large numbers lead to poor feeding and poor feed- 
mg comes m the way of attempts to raise productivity There is 
thus a vicious circle which it is difficult to break 

It IS observed that majority of the animals in the villages 
are of mixed breed and referred to as non-descript This is largely 
due to the absence of a systematic or selective breeding In the 
Bombay-Karna^hk region, it has been found out that as many as 
47 per cent of the milch animals in heat were covered by the herd- 
service as against 14 per cent by the Government stud bull 
system Local breeding bulls accounted for 39 per cent The 
dominating role of herd-service in the villages leads to the deterio- 
ration m the quality of cattle and buffaloes. Breeding is not only 
mdiscnmmate but it is also haphazard Animals m heat are not, 
in many cases, covered in time. Thus, heat periods are often 

11 Dr W Burns calculated that concentrates and roughages were 
sufficient for only 29 14 per cent and 78 53 per cent respectively of the 
cattle population Technological Possibilities of Agricultural Develop- 
ment in India, Op cit , p 111 

12 Report on the First Five-Year Plan, p 273 
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missed and the calving interval is usualy lengthened. “By skilled 
management it should be possible to breed from them earlier and 
reduce the dry period by at least three months 

Management in the field of animal husbandry includes be- 
sides feeding and breeding, various aspects such as taming and 
treatment of the animals, shelter and storage of fodder and 
manure Animal management is deplorably unsystematic and 
unhygienic Cattle sheds are generally insanitary Segregation 
of diseased animals is not observed in most of the cases Conta- 
gious diseases hke foot and mouth disease and parasitic infections 
severely affect productivity of milch and draught animals Above 
all, the farmers neglect the healthy maintenance of animals be- 
cause of the absence of readily available veterinary facilities 
Fodder and chaff produced on the farms are not properly stacked 
and are liable to be wasted. Besides, the fanners hardly practise 
sdage 

Improvement Measures 

The necessity of maintaining the productive role of animal 
husbandry need not be emphasised In the words of the Royal 
Commission on Agriculture” “India has acquired so large a 
cattle population and the size of the animals in many tracts is 
so small that the task of reversing the process of deterioration and 
of improvmg the livestock of this country is now a gigantic one, 
but on improvement in cattle depends, to a degree that is little 
understood, the prosperity of agriculture, and t]je task must be 
faced” This remark made 37 years ago is eminently valid 
even today The entire question of cattle improvement boils down 
to the problem of (a) improvement of quality of the animals, 
(b) the reduction in the number of animals and (c) efficient manage- 
ment of animal husbandry activities The solution of these prob- 
lems largely lies in remedying various unfavourable factors such 
as poor practices of animal husbandry, poverty of the farmers, 
public apathy and inadequate transport facilities Besides, it is 
necessary to do away with unserviceable and unproductive animals. 
For this purpose, some effective measures for animal husbandry 

13 W Bums Op cit , p 109 

14 Report of the Royal Commission on Agriculture m India (1928)r.,, 
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■development such as levying of taxes to discourage the main- 
tenance of unproductive animals, compulsory castration of scrub 
animals, sterilisation of female species unfit for productive per- 
formance and planned slaughtering are necessary 

Most of the fanners do not possess their own grazing lands, 
nor can the common grazing lands be relied upon for the in- 
creasing requirement of animal feeds and fodder The Grow 
More Food Campaign envisaged the bringing of such common lands 
and other waste lands under the plough In view of these consi- 
derations, supply of fodder may be ensured by increasing the scope 
of mixed farming This type of farming contemplates a sound 
balance between crop production and cattle maintenance keeping 
in view the capability of the land to support the optimum number 
of cattle heads Besides, mixed farming naturally follows from the 
long-standing inter-dependence between crop production and ani- 
mal husbandry* The Agricultural Production Team of Ford Found- 
ation has remarked that '‘the development of agnculture on mixed 
farming lines seems to be the most rational pattern for agricultural 
development in India Thus it is obvious that crop production 
and animal husbandry should be treated as complementary for 
mutual benefit The Planning Commission has also emphasised 
this importance and made a plea for popularising and systema- 
tising mixed farming. 

LIVESTOCK POLICY IN INDIA 

Livestock policy has a definite place m India’s agricultural 
planning During the First Plan, the policy for animal husbandry 
(including dairying) development was very general in its approach 
The programme of livestock improvement is sought to be imple- 
mented mainly through the key village scheme, supplemented by 
measures like disease control, veterinary education, etc The 
Second Plan put forth a definite cattle breeding policy and made 
provision for research at national, regional and State levels The 
same policy has been continued in the Third Plan with expanded 
scope and certain additional measures Before going into details 
of this policy, certain legislative measures enacted prior to the 

15 Report on India’s Food Cnsis and Steps to Meet It, The Agricul- 
tural Production Team sponsored by the Ford Foundation, Government 
India (15^59), p 231 



ANIMAL HUSBANDRY 


151 


launching of development programmes under the Plans need cri- 
tical appraisal To improve the health of the cattle, many States 
have enacted Livestock Improvement Act and Control of Conta- 
gious Diseases Act The Livestock Improvement Act provides for 
compulsory castration of scrub bulls, penalty on keeping of un- 
approved bulls for breeding and veterinary aid when required It 
IS, however, observed that this Act has not been implemented 
effectively excepting castration of bulls of willing cattle owners 

The Control of Contagious Diseases Act recognises conta- 
gious diseases and empowers veterinary officers to enforce com- 
pulsory inspection of premises where cattle are kept. It provides 
for regulating the inter-State and mtra-State trade or movement of 
cattle and holding of markets and fairs, and enforces compulsory 
disinfection of vessels, vehicles and all infective materials The 
Act also makes provision for conducting post-mortem, isolation of 
infected animals, compulsory inoculation of animals and other 
measures which may be necessary for the prevention or spread of 
the scheduled diseases It lays down a penalty for non-compliance 
of any of the instructions to enable cattle to be protected This 
Act has not been effectively enforced, excepting for the Depart- 
mental measures like inoculation and vaccination in times of 
epidemic break-out For instance, more than 50 per cent of the 
attacks by contagious diseases end m death This perhaps is due 
to lack of quick reporting of the diseases and the absence of im- 
mediate availability of veterinary help These shortcomings are 
aggravated by the fact that vetennary hospitals i^nd dispensaries 
are too few in number There was one hospital for every 77,000 
bovine population at the end of the First Plan and one for about 
57,000 at the end of the Second Plan The number of veterinary 
hospitals and dispensaries is expected to increase to 8,000 during 
the Third Plan period Till 1962-63, about 92 per cent of the 
inoculable bovine population in the States has been vaccinated 
against rinderpest^® At the time of epidemics the enforcement 

16 Administrative Report of the Department of Animal Husbandry 
Services in the Mysore State for the year 1957-58, Government of Mysore 
(1959) 

17 Report on the Third Five-Year Plan, p 349 

18 The Third Plan Mid-term Appraisal, Planning Commission, Gov- 
ernment of India (1963), p 93 
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of the Act IS a little better However, it is evident that these 
Acts need more effective implementation 

Cattle Breeding Policy 

Since time immemorial the Indian cow is known for its 
multipurpose utility The recent trends m breeding policy aim 
at evolving and developing “dual purpose” breeds, which will 
provide both good bullocks for effective cultivation and increased 
quantities of milk for human consumption This proposition may 
be open to controversy but this seems to be guided by the greater 
demand for milk from increased tempo of urbanisation and by the 
utmost necessity of bullock power for agricultural operations 
under the existing situation The all-India breeding policy 
drawn up by the Indian Council of Agricultural Research and 
accepted by the Central and State Governments envisages that 
in the case of well-defined milch breeds the milking capacity 
should be developed to the maximum by selective breeding and 
the male progeny should be used for the development of "non- 
descript’ cattle In the case of well-defined draught breeds, the 
aim IS to put as much milk into them as possible without 
materially impairing their quality for work^® Besides pursuing 
these objectives during the Third Plan, as an experimental mea- 
sure, It IS proposed to undertake cross-breeding with exotic 
breeds m regions of high altitude which have heavy rainfall To 
meet the requirements of imported stock, it is proposed to set up 
a farm for maintaining a nucleus herd of Jersy animals 

For the implementation of the cattle breeding policy each 
State has been divided into zones according to the breeds used 
in them Thus, m the districts of Ahmedabad, Kaira, Broach 
and Surat, the recognised breed is "Kankrej ’ In the western 
tracts of UP. like Saharanpur, Muzaffarnagar, Aligarh, Mathura, 
etc, the usable breed is ‘Hariana’ In the hilly tracts such as 
Dehra Dun, Garhwal, Almora and parts of Namital where the 
cattle are non-descnpt, Sindhi bulls have been recommended 

Cattle Insurance 

Epidemics take a huge toll of deaths. The total annual loss 
to the country through epizootics has been estimated at Rs 3 

19 Report on the Second Five-Year Plan (1956), p 284 
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crores Indirect effects of the cooitagious diseases also are 
dangerous In view of these considerations, the problem of 
cattle msurance was exammed as early as 1950 But only 
recently a beginning has been made by the Co-operative Mutual 
Insurance Company, Bombay, to insure milch animals and 
draught cattle in the States of Maharashtra and Gujarat Schemes 
to mvestigate the possibihties of cattle insurance have been 
proposed by Andhra Pradesh, Uttar Pradesh, Maharashtra, 
Rajasthan. Mysore, Madras and Punjab 

ANIMAL HUSBANDRY PROGRAMMES UNDER 
COMMUNITY DEVELOPMENT SCHEMES 

The Commumty Development programme has been con- 
sidered as an important method for the integrated and intensive 
development of the rural areas This programme envisages, 
among others, the improvement of animal husbandry. Livestock 
improvement measures included in Community Development 
programme consist mainly of (a) castration of scrub bulls, 

(b) inoculation and vaccmation when any epidemic breaks out, 

(c) treatment of diseased animals, (d) distnbution of premium bulls, 
(e) populansmg fodder crops and (f) holdmg advisory meetings. 
Besides these improvement measures, the key village scheme 
has also been introduced in a number of blocks as an integrated 
means of development of animal husbandry. 

The Planmng Commission in India has advocated the key 
village schemes for an all-round development of animal hus- 
bandry m its Five-Year Plans The scheme envisages castration 
of scrub bulls, breeding operations controlled by artificial inse- 
mination centres (each of which is intended to serve 5,000 cows 
of breedmg age), reanng of calves on a subsidised basis, deve- 
lopment of fodder resources and the marketing of animal hus- 
bandry production on co-operative lines Consequently, inten- 
sive cattle improvement has been undertaken in selected areas. 
In all, 2,000 key village units have been set up to the end of the 
Second Plan and during the Third Plan it is proposed to expand 
64 existing blocks and set up 79 new blocks In the first two 
years of the Third Plan, 32 new blocks were established and 
36 existing blocks were expanded™ The coverage of each 

20 The Third Plan Mid-term Appraisal, Op cit , p 93 
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block IS also to be expanded in the Third Plan so as to contain 
10 key village units while each key village block in the First 
and Second Plans contained 4 units and 6 units respectively 

The working of these schemes has shown that the work 
so far done is mainly concerned with veterinary aspects rather 
than animal husbandry proper Besides, no definite programme 
has been undertaken for the purpose of increasing the acreage 
under fodder crops Little progress has been achieved by the 
calf-subsidy scheme and co-operative marketing of animal 
husbandry products “The All-India Key Village Scheme was 
planned as a co-ordinated programme which would bring about 
improvement in feeding, management, breeding and marketing 
In practice, however, this integrated approach was ignored or 
at least neglected As a result, practically the only tangible 
evidence that the Key Village Scheme was undertaken, has been 
the calves produced by artificial insemination Beneficial pos- 
sibilities of this phase of the scheme have been largely ehmmated, 
however, because of failure to improve feedmg practices 

The key village scheme, which has been the main programme 
for intensive cattle development during the first two Plans, has 
been recently re-examined by an expert committee appointed by 
the Planning Commission before drafting the Third Plan The 
Committee has suggested that State Governments should review 
the operation of the key village blocks with a view to im- 
proving their working and closing down such of the blocks as 
have not produced satisfactory results To overcome the 
shortage of high grade bulls, it has been recommended that 
State Governments should formulate well-considered purchase 
programmes, and progeny testing programmes should be taken 
up at Government farms as well as private farms where the 
necessary facilities exist or can be provided To achieve satis- 
factory breedmg control in the key village areas, it is proposed 
that the castration programme should be intensified and propa- 
ganda undertaken in favour of early castration of males It is 
also proposed that the programme for the reanng of bull calves 
in key village areas should be expanded The Committee has 
drawn attention to the fact that the feed and fodder develop- 

21 Report on India’s Food Cnsis and Steps to Meet It, Op. cit , p 231 
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ment programme associated with the key village programme has 
not made satisfactory progress To remove this defect, it has 
made a number of recommendations, mcludmg better use of the 
existing fodder resources, control of grazing where pastures have 
been developed, cultivation of fodder crops on marginal and 
sub-marginal lands, introduction of suitable leguminous crops in 
rotation with paddy, construction of silo pits and popularisation 
among farmers of cultivation of pasture grasses and feeding of 
balanced rations The need to organise the marketing of live- 
stock and livestock products through co-operative marketing 
societies of cattle owners has been stressed A number of pro- 
posals has also been made for improving existing arrangements 
concerning artificial insemination 

All the above suggestions and certain new measures like 
the establishment of m-service training centres and setting up of 
marketing cells in the Animal Husbandry Department have been 
proposed for implementation during the Third Plan A provi- 
sion of Rs 5 19 crores has been made in the Third Plan for this 
scheme. With a view to stepping up the milk production for 
meeting increasing needs and holding the price line in urban 
areas, the States have been advised to take up intensive cattle 
development work by locating the expanded key village blocks 
envisaged under the Third Plan in the milk-shed areas of dairy 
projects duly supported by feeds and fodder development and 
rural dairy extension programmes 

Research and Education ^ 

Livestock can make a larger contribution to public health 
and to the economy of the country if improvements are brought 
about through judicious breeding, proper feedmg, adequate pro- 
tection against losses from diseases and other causes The 
improvement in the general conditions of husbandry and manage- 
ment should be simultaneously taken up All these develop- 
ment programmes have to be based on extensive scientific re- 
search During the First Five-Year Plan, apart from research 
schemes sponsored by the Indian Council of Agricultural 
Research, veterinary research and animal husbandry in general 
did not receive sufficient attention. The Second Five-Year Plan, 

22 Report on the Third Five-Year Plan, pp 346-47 
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however, provided for a more comprehensive programme of de- 
velopment of animal husbandry and expansion of research 
facilities Accordingly, ammal husbandry research has been 
organised at three levels, viz, national, regional and State The 
Indian Veterinary Research Institute and the National Dairy 
Research Institute are the Central institutes at the national level. 
These are mainly responsible for fundamental work on problems 
of national importance, development and standardisation of new 
techniques (including biological products) and institution of spe- 
cialised post-graduate courses, etc These institutes are being 
strengthened and expanded during the Third Plan period 

Since the geographical factors influence animal husbandry 
conditions, many research problems of regional importance are 
best studied m regional institutions For animal husbandry re- 
search and development, the country has been divided into four 
regions, namely, temperate (Himalayan), dry (northen), eastern 
and southern regions It is proposed to develop four research 
institutes, one m each of the four regions The First Five-Year 
Plan initiated these stations through the Indian Council of Agri- 
cultural Research and consequent plans have strengthened them 
with adequate finance The Indian Council of Agricultural 
Research has also organised nucleus centres for veterinary 
research in most States The State Governments have provided 
in their plans for the further strengthening of their existmg orga- 
nisations It IS important that the results of research carried out 
at the central and regional mstitutes are applied and adapted to 
local conditioits In order to provide teamed personnel for im- 
plementing the development programmes, 14 veterinary colleges 
mcludmg five post-graduate colleges have been established during 
the First and Second Plans In the Third Plan, there is a pro- 
posal for establishing two more colleges It is expected that all 
these colleges would produce 5,800 graduates by the end of the 
Third Plan as against the requirements of 6,800 veterinary 
graduates 

DAIRY DEVELOPMENT 

The place of dairy farming in the development of the agricul- 
tural economy is now fully recognised The importance of milV 
as a wholesome diet containing almost all vitamins and makmg 
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good the deficiencies of the preponderantly cereal diet needs no 
emphasis The dairy industry in India is, however, faced with 
several problems such as, scattered and small scale milk pro- 
duction, inadequate transport facilities in most parts of the 
country, dependence on imported plant and machmery required 
for milk collection, processing and manufacturing, shortage of 
technical and skilled personnel and the lack of properly organised 
system of marketmg Efforts have, therefore, to be directed 
towards the collection of surplus milk from rural areas on an 
organised basis and the development of assured supply of good 
quality milk and miUc products at reasonable prices to the 
consumers 

In view of the above considerations dairy development pro- 
grammes under the Plans include establishment of city milk 
plants, colonisation of cattle, establishment of milk products 
factories and rural creameries, rural dairy extension and training 
of technical personnel. For aU these programmes, there was a 
provision of Rs 7 81 crores and Rs 17 44 crores in the First 
and Second Plan respectively The Third Plan has allotted 
Rs 36 crores for the dairy development programmes 

During the Third Plan, 55 new milk supply schemes are 
proposed to be taken up in cities with population exceeding one 
lakh and in growing mdustnal townships. There are already 63 
dairy plants in operation which have been set up dunng the 
First and Second Plans Besides, there will be^ 8 rural crea- 
meries, 4 milk product factories and 4 cattle feed compounding 
factories durmg the Third Plan as against 12 rural creamenes 
and 7 milk product factories established by the end of the 
Second Plan. Cattle colomes have been organised at Harm- 
ghatta (Calcutta). Madhavapuram (Madras) and Aarey (Bom- 
bay) Traimng in dairying has been taken up at five centres in 
Kamal, Bangalore, Aarey, Anand and Allahabad with the as- 
sistance of United Nations International Children’s Emergency 
Fund Special courses in dairy engineering and dairy extension 
have been started at Kamal Under the dairy training pro- 
gramme instituted in 1960 with the assistance of FAO and the 
Government of Denmark, two courses were held during 1962-63 
for the benefit of trainees from Asia and the Far East 
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Other Development Schemes 

There are numerous other development schemes which are at 
different stages of implementation These schemes are concerned 
with feed and fodder development, calf rearing, goshala deve- 
lopment, gosadan, stray and wild cattle catching, improvement of 
hide flaying, curing and carcass utilization, nomadic cattle breed- 
ers, sheep and wool development, piggery development and poultry 
development 

The Central Council of Gosmnvardhana was reorganised m 
1960 to assist private institutions and organisations which are 
already engaged m cattle development, particularly the cow The 
Council performs specific functions of organising, implementing 
and co-ordmating the activities relating to the preservation and 
development of cattle It also administers schemes for increasing 
milk yield and improving draught quality The Council runs 
training centres for goshala and charmalaya workers, organises 
exhibitions and issues journals and pamphlets to field workers 
Eventually its attempt would be to bring about a better co-ordi- 
nalion between various agencies interested m gosamvardhana 
work 


CONCLUSION 

The animal husbandry and dairy development policy under 
the Flans seems to be well-conceived But these development pro- 
grammes continue to face serious difficulties — technical, adminis- 
trative and practical In spite of the emphasis on providing trained 
technical personnel, the available supply of veterinary graduates 
IS yet not adequate Similar is the case in respect of stockmen, 
dairy technologists and engineers, etc Administrative difficulties 
crop up at the time of implementation First and foremost draw- 
back in implementing the development programmes is the lack of 
co-ordination among various departments through which these 
programmes are earned out In the case of some Community 
Development Project and N E S blocks there is no well-defined 
demarcation of functions between block officials of animal hus- 
bandry programmes and animal husbandry development personneL 
It IS therefore necessary to formulate a well-integrated programme 
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for animal husbandry including the key village scheme, mixed 
farming and dairy development, irrespective of where the work is 
done or who does it In view of development measures for rural 
reconstruction such as community development, integiated agri- 
cultural production programme (Package Scheme), key village 
scheme, integrated credit system, etc , the urgency is keenly felt 
of teamwork among various departments of the Government and 
of enlisting people’s co-operation and participation Moreover, 
technical personnel in animal husbandry, agriculture, co-operation, 
community development and related subjects, instead of working 
in compartments, have to work together as a team It is also 
necessary that m view of the importance of animal husbandry and 
dairymg m India’s economy, the allocation of resources to this 
sector should be raised. 




PART II 




Chapter VII 


EVOLUTION OF INDIAN AGRICULTURAL POLICY 


TRADITIONAL AGRICULTURE IN INDIA 

Before the advent of the British, India had evolved a socio- 
economic structure which maintained some kind of a static 
equilibrium Population growth was slow, the pressure on land 
was not yet felt Traditional agriculture developed as a part of 
this pattern of socio-economic evolution The methods of 
cultivation had settled down to a customary routine based on 
the practical experience of generations of shrewd, though not 
educated, farmers The stratification of rural society on the basis 
of the caste system provided a shelter for everyone, however 
humble, above all, the old village economy based on self-suffi- 
ciency was a protection against political cataclysms ^ The 
standard of living was by no means high but India had developed 
a fairly balanced economy- The fame which India had earned 
in the outside world for her handicrafts and artistic products 
was maintained, her ships crossed far-off seas The high state 
of Tndustriar development in India at this time when the West 
of Europe, the birth-place of modern civilisation, was still in a 
primitive stage, has been a fact of recorded history The impact 

1 “The cultivator is thus a member of a definitely organised commu- 
nity, which has, as far back as the history of social organisation m India 
can be traced, been dependent on itself for the means of living and, to 
a very large extent, for its government” As a result, the typical culti- 
vator IS within the sphere of his experience, self-reliant and “both his 
methods of cultivation and his social organisation exhibit that settled 
order which is characteristic of all countries in which the cultivating 
peasant has long lived in, and closely adapted himself to the conditions 
of a particular environment” Report of the Royal Commission on Agri- 
culture in India (1928), p 479 

2 Minute of Dissent by Pandit Malaviya, Report of the Indian Indus- 
trial Commission (1918), pp 296-97 See also R C Dutt Economic 
History of India under Early British Rule, 1757-1837, Vol I (1901), p vii, 
where India is described as “a great manufactunng as well as a great 
agricultural country” in the 18th century, the products of the Indian looms 
supplying the markets of Asia and Europe 


163 



164 


THE INDIAN RUKAL PROBLEM 


of modern industrialism destroyed the self-sufficiency of the 
village The old towns, the centres of handicrafts and manufac- 
tures decayed The old social order based on status and custom 
gave place to a new one based on contract and the cash nexus 
with a centrahsed system of admmistration While the old system 
was allowed to crumble, nothing new was designed to be put 
into Its place 

BEGINNINGS OF AGRICULTURAL POLICY 

The series of famines in the country after the ’seventies of 
the 19th century impressed on the Government the need for 
placing Indian agriculture on a sounder footing and improving 
the economic conditions of the masses The Famine Commis- 
sions of 1880, 1898, and 1901, the Irrigation Commission of 1903 
and the Committee on Co-operation of 1915 made several con- 
structive suggestions for the improvement of agriculture and for 
the promotion of the welfare and prospenty of the rural 
population 

The Commission appointed in 1866 after the great famme 
of Bengal and Orissa proposed for the first time the creation 
of a special agricultural department This was however con- 
sidered ‘premature’. In 1869, the cotton interests in England 
which had considerable influence m shapmg the agricultural 
pohcy of the Government of India urged the Secretary of State 
to undertake measures for the improvement of cotton m India 
and with that purpose, to set up a separate Department of Agn- 
culture in ea<5i province However, little real progress could 
be made until 1880 The Famme Commission of 1880 made 
a thorough enquiry into the problem and made extensive sugges- 
tions in their report for agricultural improvement The provi- 
sion of irrigation facihties and the improvement and exten- 
sion of the means of communication were among the mam 
recommendations of the Commission The Commission also re- 
commended that mdustnes should be developed to absorb the 
surplus population on the land It referred to the unfortunate 
circumstances that made “agnculture almost the sole occupation 
of the mass of the population” and pointed out that “no remedy 
for present evils can be complete which does not include the 
mtroduction of a diversity of occupations through which the 
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surplus population may be drawn from agricultural pursuits, and 
led to find the means of subsistence in manufactures or some 
such employments.”^ The other proposals of the Commission 
were: (i) the revival of the Department of Agnculture of the 
Government of India to be entrusted with ‘‘the duty of collecting 
experience of past famines and of undertaking definite and per- 
manent charge of the administration of famine relief.” (ii) the 
simultaneous formation in all Provinces, of Departments of 
Agriculture with a large subordinate establishment working under 
each Director of Agriculture, (m) the distribution of loans to 
farmers by Government on the security of land, and (iv) the ap- 
pointment of special courts to examine the debts of agriculturists 
with a view to effecting an equitable reduction and arranging for 
payment by instalments As the Royal Commission on Agricul- 
ture mildly put It “The Government of India took no 
immediate action on the proposals . . . ” and, “the next ten 

years were spent mainly in conferences and in investigating the 
position in the Provinces with a view to discovering the lines of 
development best suited to their needs.”* 

DR VOELCKER’S REPORT 

The improvement of agnculture in India was first thought 
of in terms of agricultural chemistry. Dr J A Voelcker, 
Consulting Chemist to the Royal Agncultural Society was deputed 
to India in 1889 “to advise upon the best course to be adopted 
m order to apply the teachmgs of agricultural chemistry to Indian 
agriculture ” Hks report has left its impress on «all subsequent 
investigations dealing with agriculture m India and the Royal 
Commission of 1928 also drew largely on it Dr Voelcker first 
of all exploded the myth that Indian agriculture was, as a whole, 
primitive and backward® In the opinion of Dr. Voelcker, the 

3 Report of the Famine Commission, 1880, Vol I, p 175 

4 See Report, pp 17-18 

5 “At his best the Indian raiyat or cultivator is quite as good as, and, 
in some respects, the superior of the average British farmer, while at his 
worst It can only be said that this state is brought about largely by an 
absence of facilities for improvement which is probably unequalled in 
any other country Certain it is that I, at least, have never seen a 
more perfect picture of careful cultivation, combined with hard labour, 
perseverance, and fertility of resource than I have seen at the very many 
of the halting places in my tour ” Report on the Improvement of Indian 
Agriculture (1893), p 11 
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differences in agricultural conditions and practices in India were 
accountable to three factors 

(i) differences ‘‘inherent in the people themselves’’ as culti- 
vating classes which distinguished certain castes and 
races as good at farming from others 

(ii) differences “arising from purely external surroundmgs” 
such as (a) natural causes like climate, soil, facilities for 
water, manure, wood, grazing, etc, (b) economical or 
political conditions like the relative ease or difficulty of 
living, paucity or pressure of population, etc* 

(m) differences “arising from want of scientific knowledge.” 
for instance, of the existence of diversity of agricultural 
practices in different parts of the country* 

These differences have been illustrated in the report so as 
to indicate in each case the possibilities of improvement and the 
agencies, Government as well as private, through which and the 
manner in which these improvements could be brought about. 
While some of the differences are rooted in the physical and 
social environment and are therefore difficult of improve- 
ment, others are more easily amenable to reform. An analysis 
of agricultural conditions and problems along these lines at once 
gives the clue to the directions of improvement to which the 
agencies have to apply themselves The report discusses in turn, 
soils, manures, forestry, animal husbandry, seed improvements, 
rural educatiom, research, the orgamsation of statistics, etc , and 
on each one of these heads, the suggestions offered have value 
oven under present conditions 

Dr Voelcker refers to “a pretty general belief that the soil is 
becoming less productive” and attributes this to the lack of 
manures and “the export of oilseeds, cotton and other products, 
besides an increasing one of wheat, all of which remove a consi- 
derable amount of the soil constituents In regard to the remed- 
ial measures, the report points out that “improvements in the 
system of land tenure, improvement of the land by expenditure of 
public and private capital on it and similar measures may alleviate 


6 Report, p 39 
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the conditions of the Indian cultivator, but they will not give him 
larger crops and they will not provide the food that the people 
must have to live upon For this, the soil itself must be looked 
into, as It alone can produce the crops and manure alone can 
■enable it to bring forth the necessary increment The appropnate 
remedies suggested are irrigation by canals, tanks and wells and 
the use of manures 

As to manures, it is pointed out that the Indian cultivator was 
not Ignorant of their utility The practice of burning of cow-dung 
was largely due to the absence of cheap fuel, it was therefore the 
duty of Government to provide the people with wood for fuel 
to prevent this wasteful practice ^ This indicated a new policy for 
protection of forest resources and for the promobon of arbori- 
culture. The report emphasises the need for a change of outlook 
on the part of the Forest Department and observes, “the results 
must not be gauged by financial considerations alone, but by the 
benefits conferred on the agricultural population, the keeping up 
of the soil’s fertihty and the maintaining of the Land Revenue to 
the State ” 

Among “the economical and political conditions” which con- 
tributed to the low productivity of Indian agriculture, the report 
mentions the small size of holdings, want of capital, rural indebted- 
ness and defective land tenures * It emphasised the need for de- 
tailed scientific investigations on agricultural practices in India, 
cautioned agamst the belief that western knowledge and practice 
could simply be grafted on to Indian practices and ^rgued the case 
for general as well as agncultural education 

AGRICULTURAL POLICY UPTO 1905 

The policy upto 1905 was directed to the strengthening of 
the departmental organisation on the basis of the recommendations 
of Dr Voelcker. At the suggestion of the Agricultural Conference 
held in 1890 Dr J W Leather was appointed Agricultural Chemist 

7 Vide Report, pp 41-42 (Italics m the onginal) 

8 “More wood means more manure, more manures mean more crops 
Md more crops mean an mcreasmg revenue to the State, to the cultiva- 
tor. It imphes more fodder, better cattle and more manure again to ensure 
the future fertility of the soil” Ibid, p 137 

9 Ibid, p 289 
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to the Government of India The need for development in other 
directions was also felt soon. In 1901, an Inspector-General of 
Agriculture, and a Mycologist, and in 1903, an Entomologist were 
appomted About this time Mr Henry Phipps of Chicago offered 
a donation of £30,000 to Lord Curzon to be apphed to some 
object of public utility, preferably connected with scientific re- 
search This donation was used for the establishment of the Agri- 
cultural Research Institute at Pusa in the year 1903. In the mean- 
while, there was a series of droughts between 1895 and 1899 The 
famine of 1899 was “the greatest in extent and intensity which 
India has experienced in the last 200 years ” The famine relief 
organisation in the Provinces was found inadequate to cope with 
this emergency “ The Famine Commission of 1901 found that “the 
steady application to agricultural problems of expert research is 
the crying necessity of the time,” and recommended (i) strengthen- 
ing of the staff of Agncultural Departments m all provmces, 
(ii) further legislation on the lines of the Punjab Alienation of Land 
Act to restrict transfers of land, and (iii) the introduction of co- 
operative credit societies along German lines In the meanwhile, 
ten retired British officials and R C Dutt addressed a memo- 
randum to Lord George Hamilton, the Secretary of State, in which 
they argued that the malady of Indian agriculture was more deep- 
rooted, and that at the back of it all was the land revenue system “ 
This memorial evoked by way of reply Lord Curzon’s famous 
Resolution of January, 1902, trying to vindicate Government’s 
land revenue pohcy The demands made in the memorial were 
turned down, fiut this cnticism of Government policy did hasten 
the mtroduchon of reforms “ The passing of the Co-operative 
Societies Act of 1904, the expansion of the Imjjenal and Provin- 
cial Departments of Agriculture m 1905, the constitution of the 
Indian Agricultural Service in 1906, the rapid expansion of irriga- 
tion in the course of the next fifteen years — all these testify to 
the fact that the problem of Indian agriculture was by now assum- 

10 Cf The Commission of 1901 emphasised the lack of real prepara- 
tion Tn no province were well considered programmes of public or 
village works ready at the beginning of the famine’ E Thompson and 
G T Garratt Rise and Fulfilment of British Rule in India (1935X 
p 563 

11 See Thompson and Garratt, Ihid , p 565 

12 Ihid 
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ing a new significance, that the emphasis was changing from pallia- 
tives like famine relief, '"takavi” grants and revenue remissions to 
more positive measures 

On the whole, by 1905, a certain desire on the part of Gov- 
ernment to promote agricultural improvements was discernible. 
The absence of precise data on which to work was, however, a 
mam handicap Various Provincial Governments made isolated 
attempts to promote agricultural research and improvement; but 
“the magnitude of the problem which confronted them was so 
great that it was difficult for them to get down to essentials and 
they had neither the trained staff nor the organisation to carry 
into effect such recommendations as they were in a position to 
make”^^ Moreover, the total impression made by the measures 
mentioned above on the rural economy was small 

WORLD WAR I AND AGRICULTURAL POLICY 

During World War I, there was no large change in the agri- 
cultural policy of the Government The years immediately after 
1914 were fairly good, but during 1918-19 crops failed almost all 
over the country leading to severe famine There was a general 
rise m commodity prices in India, which moved in sympathy with 
that of the rest of the world The existence of a system of con- 
trol of food supplies and regulation of exports of foodstuffs as 
also foodgrams imports relieved the situation created by the 
failure of the monsoon The Government introduced a rigid system 
of internal control and a scheme for a proportionate distribution 
of provincial surpluses Government machinery for famine relief 
in India attained a high state of development and organizaton 
through considerable experience and it worked especially smoothly 
m 1918-19 '' 


PRCXjRESS since 1919 

The Reforms of 1919 transferred to the Provinces the services 
of agriculture, co-operation, local self-government, public health 
and sanitation Though even in regard to these transferred sub- 
jects the Central Government had certain powers of supennten- 

13 Report of the Royal Commission on Agnculture m India (1928)^ 
P 29 

14 D R Gadml The Industrial Evolution of India m Recent Times, 
Third Edition (1933), pp 200-203 
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dence, direction and control, it was no longer permissible ‘Ho 
incur expenditure from central revenues on Provincial subjects” 
except on agricultural research and the training of research work- 
ers in central institutes The Provinces, on the other hand, had 
no real initiative as finance was not under their control There- 
fore, except for a considerable extension of irrigation, little pro- 
gress was noticed in agricultural improvement till the passing of 
the Government of India Act, 1935 which granted a measure of 
autonomy to the Provinces 

ROYAL COMMISSION ON INDIAN AGRICULTURE ( 1928 ) 

The first comprehensive survey of the various problems of 
agriculture in India was made by the Royal Commission on Agri- 
culture m India. The Report of the Commission (1928) has rightly 
become the starting point for all further discussions on the sub- 
ject By Its terms of reference, the Commission was asked to 
examine and report on the conditions of agriculture and rural eco- 
nomy in British India and to make recommendations for the im- 
provement of agriculture and the promotion of the welfare and 
prosperity of the rural population In particular, the Commission 
was to investigate: (a) the measures being taken for the promo- 
tion of agricultural and veterinary research, experiment, demons- 
tration and education, for the compilation of agricultural statis- 
tics, for the introduction of new and better crops and for im- 
provement in agricultural practice, dairy farming and the breeding 
of stock, (b) the existing methods of transport and marketing of 
agricultural produce and stock, (c) the methods by which agricul- 
tural operations are financed and credit afforded to agriculturists; 
(d) the mam factors affecting the rural prosperity and the welfare 
of the agricultural population 

The whole problem of land revenue and land tenure was 
however excluded from the scope of the Commission’s work This 
omission detracts considerably from the value of this otherwise 
comprehensive study It is also illustrative of Government’s 
piecemeal approach under pressure of events For how could the 
promotion of the welfare and prosperity of the rural population 
be conceived without examining the basic land system of the 
country, that is the distribution of the ownership of land, the 
terms on which it is held or cultivated by the different rural classes, 
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the relation of the cultivator to the landlord and to Government, 
and the whole system of land taxation*? The Commission however 
recognised clearly that “the problem of improving Indian agricul- 
ture was really the problem of improving Indian village life and 
that this must be studied as a whole Towards this end, the 
report contains valuable suggestions which have served as the 
basis of agricultural improvement smce 1928 

One of the most important recommendations of the Commis- 
sion was regarding the organisation of agricultural research. The 
object was “to promote, guide and co-ordinate agricultural re- 
search throughout India and to link it up with agricultural re- 
search in other parts of the British Empire and in foreign coun- 
tries Hitherto the various Provincial Departments of Agncul- 
ture could undertake only limited activities due to lack of finance 
and technical personnel Besides, there was no co-ordmation 
between the departments The Imperial (now Indian) Council of 
Agricultural Research was designed to provide effective co-ordi- 
nation and to act as a clearing house of information, not only m 
regard to research but also in regard to all general matters per- 
taining to the development of agriculture and animal husbandry ~ 
It would remain in close touch with the Provincial Departments 
of Agriculture and enlist the support and co-operation of Univer- 
sities in the furtherance of agricultural research 

The recommendations of the Commission on sub-division and 
fragmentation of holdings, improvement of livestock, irrigation, 
marketing, co-operation, rural education and rural r^onstruction, 
in general, aimed at bringing about “greater efficiency throughout 
the whole field of agricultural production’’ so as “to render the 
business of farming more profitable to the cultivator.”^^ The 
Commission emphasised the urgency of widening the outlook of 
the cultivator himself so that he may become not only a better 
instrument of production but also a better man The responsibility 
of Government was also clearly defined: “We have no hesitation 
in affirming that the responsibility for imtiatmg the steps required 
to effect this improvement rests with Government, that the rural 

15 Quoted m Sir John Russell Report on the Work of the Imperial 
Council of Agricultural Research in Applying Science to Crop Production 
in India (1939), p 2 

16 Report of the Royal Commission on Agriculture in India^ p 48 

17 Report, p 672 
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problem should be attacked as a whole, and at all points simulta- 
neously; that the responsibility for framing policy and combimng 
the activities of two or more departments in order to give effect 
to their policy must remain that of Government and Government 
alone,” but that, at the same time, “success on a large scale can be 
rendered permanent only if the sympathy, interest and active 
support of the general public can be enlisted”^® This was an 
excellent enunciation of a new agricultural policy But, events 
moved faster than the machinery of government 

DEPRESSION 

The Great Depression started in 1929 Its effects were parti- 
cularly serious in the primary producing countries though the 
industrial countries also suffered heavily Industrial production 
could adjust itself relatively more easily to the new conditions. 
The fall in prices of industrial commodities was therefore com- 
paratively less and the process of recovery started earlier Agri- 
cultural prices fell precipitately, and rural incomes suffered drastic 
reduction 

The rise m prices of agnculturai commodities after World 
War I had not been so great as that in industrial products Fur- 
ther, many agricultural countries were debtor countries which had 
borrowed heavily in the past at high rates of interest and the 
payment of interest charges strained their balance of 
payments The need for drastic remedial measures was widely 
recognised ^he highly industrialised countries were faced with 
unemployment on an unprecedented scale They took steps to 
arrest the fall in prices to lessen the mtensity of the depression. 
The measures taken included restrictions on imports, reduction m 
wages, slowing down of production, destruction of surpluses, price 
supports and vanous monetary and fiscal devices to prop up the 
economy There was considerable rethinking on basic policies,, 
and, in the United States, a series of bold reflationary measures 
were taken in hand as part of the ‘New DeaT 

INDIA AND THE DEPRESSION 

In India the depression had very adverse effects on the entire 
population as agriculture dominated the whole economy As in 


18 Report, Op cit , pp 672-673 
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Other countries, the prices of farm products fell more than those 
of industrial products Between September 1929 and Decembei 
1934, the price of nee and wheat declined by 47 per cent and 45 
per cent respectively, whereas the decline in prices of cotton and 
jute manufactures was only 26 per cent and 38 per cent respec- 
tively The overall decline in prices of all commodities was 38 
per cent^^ 

The disparity between the fall m pnees of agricultural pro- 
ducts and in those of finished goods was also reflected in the price 
levels of our exports and imports The former consisted mainly 
of raw materials and food products and the latter of manufactured 
goods Between 1928-29 and 1933-34, the price level of exports 
declined from 97 5 per cent to 53 5 per cent and those of imports 
fell from 96 4 to 63 5 per cent during the same period 

As a result of the catastrophic fall m prices of agricultural 
products, the gross money incomes in this sector are estimated to 
have declined by about 50 per cent in 1933-34 as compared to 
1929-30^^ Accordmg to the estimate made m the Review of the 
Trade of India, the value of principal crops m British India de- 
clined from Rs 10,21 crores in 1928-29 to Rs 4,74 crores in 
1933-34 — a fall of nearly 53 6 per cent This was not accom- 
pamed by a similar fall m the costs meurred by the agnculturists, 
for, while some elements in such costs are elastic, others such as 
interest charges and land revenue were more or less fixed and 
could not be brought d(^wn The net money incomjs of the farmer 
must, therefore, have fallen by more than 50 per cent The pay- 
ment of Government dues absorbed an increasing proportion of 
the farmer’s depressed income Although susj^ensions or remis- 
sions of land revenue were granted on a considerable scale, there 
was m this period a lowering of the farmer’s standard of living 
and an increase in his indebtedness 

19 Review of the Trade of India, 1932-33, p 8 and 1934-35 Depart- 
ment of Commercial Intelligence and Statistics, India 

20 Review of the Tiade of India, 1936-37, p 22 

testified by the various Provincial Banking Enquiry Com- 
^ttees’ Reports and several village studies during the period Vide J C 
Kumarappa A Survey of Matar Taluka (Kaira District) Gujarat Vidva- 
pith Economic Senes (1931), p, 139 
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GOVERNMENT MEASURES IN INDIA 

The Government of India took the view that the depression 
was due to world causes and that little could be done to counteract 
its effects While other countries initiated an expansionist policy 
under state direction and control, the authorities in India adhered 
to ‘orthodox’ principles of currency and public finance and con- 
centrated their energies on balancing the budgets and maintaining 
the exchange ratio No systematic steps were taken either to m- 
crease exports or to decrease imports The Ottawa Pact with its 
principle of Imperial Preference was more a concession to Imperial 
Policy than an effort to improve the export trade of India The 
Mody-Lees Pact was m the nature of a political gesture of good- 
will to Lancashire interests The de-lmking of the mpet with gold 
brought little benefit as it was followed by the linking of the rupee 
to sterling at the old rate. The deflationary policy followed 
during the depression resulted in a high rate of mterest in the 
earlier stages and a larger outflow of gold thereafter The Inter- 
national Restriction Schemes applied to India only in respect of 
tea and rubber, m jute, an effort was made to persuade the culti- 
vator to restrict cultivation In sugar, the minimum price was 
guaranteed to sugarcane growers m the U P Barring these isolated 
items, no comprehensive scheme for improving agricultural in- 
comes was taken up The fixed charges of the farmer remained 
at the same high level and except in the CP, (now Madhya 
Pradesh), no effort was made to reduce them by scaling down 
debts or by lowermg rates of interest Expenditure on social 
services like health and education and on" development was cur- 
tailed Instead of enlarging public works programmes. Govern- 
ment actually cut down such expenditure by about 33 per cent 

WORLD WAR II AND INDIAN AGRICULTURE 

World War II involved for the belligerents a total mobilisation 
of resources, agricultural as well as industrial, towards the single 
end of military success The European countries set about this 
objective with determination In India, however, only piecemeal 
changes were introduced m all sectors as circumstances pressed. 
The impact of war on India’s agrarian economy was clearly visible 
in two spheres* crop pattern and prices The war deprived India’s 
staple commercial crops of their export markets The commo- 
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dities most affected were jute, groundnut, and cotton, the decline 
in exports between 1938-39 and 1940-41 in each of these being of 
the order of 64 per cent, 62 per cent and 18 per cent respectively “ 

Cultivators, on the other hand, inspired by the hopes of in- 
creasmg prosperity as the war continued, were extending the 
cultivation of most of the commercial crops The steep decline 
in exports against the expansion in production resulted in large 
surpluses of these commodities 

A decidedly opposite trend was noticeable in respect of food 
crops India was called upon to supply large quantities of wheat 
to the Near East, as imports from other countries became diffi- 
cult for lack of shipping space The requirements of the military 
augmented the demand in India itself As the war spread to the 
East, imports of rice from Burma ceased altogether This resulted 
m a serious shortage of foodgrams With Japan’s entry into the 
war, India lost her most important market for short staple cotton 

Effect on Crap Pattern 

These events necessitated a change in India’s crop pattern m 
the direction of a large diversion from non-food crops to food 
crops This process was influenced both by the regulatory mea- 
sures of Central and State Governments and by changes in rela- 
tive prices The area under foodgrams increased from an average 
of 193 million acres for the tnenmum ending 1938-39 to the peak 
of 226 million acres in 1944-45, i c , by about 17 per cent, with a 
decline to 219 million acres in 1945-46 While thd wheat acieage 
was steady, the area under rice increased by 10 1 million acres or 
13 7 per cent. The largest increase was under khanf cereals, vfc, 
jowar, bajra, maize, barley and ragi which increased by 19 6 
million acres or 28 1 per cent The area under gram increased by 
nearly 2 million acres During the same period, the area under 
cotton declined by 9 8 million acres and the area under jute by 
0 9 million acres, representing a decline of about 40 per cent and 
28 per cent respectively The area under groundnut and sugar- 

22 Review of the Trade of India in 1941-42, Government of India 
(1943), pp 12-13 

23 Estimates of Area and Yield of Principal Crops in Undivided 
India, 1936-37 to 1945-46, Diiectorate of Economics and Statistics, 
Ministry of Agriculture, Government of India (1949), pp 10-13 
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cane showed some increase as after the Japanese occupation of the 
Dutch East Indies, the Philippines and Malaya, the demand for 
Indian groundnut revived Sugarcane production went up in res- 
ponse to rising internal demand 

Changes in output were much smaller than in acreage The 
production of foodgrains during the period mcreased by 9 per 
cent, against a decline in the production of cotton and jute of 37 
per cent and 26 per cent respectively There is no positive evi- 
dence of a perceptible increase in agricultural production as a 
whole According to ofScial estimates, the total production of 19 
prmcipal agricultural commodities, expressed as a percentage of 
the average during the base period 1934-35 to 1938-39, showed 
a fall to 92 58 in 1945-46. For the eight commodities comprised 
in the foodgrains group, the index was 92 49 Except for the 
years 1942-43 to 1944-45, the general trend appeared to be down- 
wards 

Price Trends 

The change in crop pattern was associated to some extent 
with the change in relative prices, as will be seen from Table I 
The pnce movements as indicated were favourable to a substitution 

Table I 

INDEX NUMBERS OF WHOLESALE PRICES IN INDIA 
DURING WORLD WAR H 

4 (Week ended IPth August, 1939=100) 



1939^40 

1940-41 

1941-42 

1942-43 

1943-44 

1944-45 

1945-46 

Rice 

114 

130 

164 

232 

703 

334 

329 

Wheat 

137 

140 

181 

241 

350 

383 

400 

Raw Cotton 

^2 

125 

144 

162 

223 

172 

168 

Raw Jute 

197 

113 

137 

151 

200 

274 

199 

Groundnut 

109 

87 

115 

187 

284 

229 

239 


24 Agricultural Situation m India, Vol III, No 10, January, 1949, 
p 54 
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-of food crops for non-food crops, but m the general upward, trend, 
there were erratic relative changes from time to time The corre- 
lation between shifts in relative prices and production trends 
within the group of agricultural commodities since 1939 has been 
obscuied by the upward movement in the general level of prices 
and the working of regulatory measures for price adjustment 

A significant feature of the price changes during the war 
period was an improvement in the terms of trade between agri- 
culture and industry By the end of the war, the general index of 
prices was close to 250 The index for agricultural commodities 
had risen to about 270, while that of manufactured articles was 
about 240 After 1945-46 the prices of agricultural commodities 
rose relatively less than those of manufactured goods, the increase 
in the prices of the former group being about 15 per cent 

In evaluating the effects of the nse m agricultural prices on 
the rural community, the background of the agricultural situation 
in the inter-war period should be kept in mind The disastrous 
effects of the earlier depression on agricultural puces have already 
been indicated While it is generally true that a period of high 
agricultural prices raises rural incomes the benefits are not evenly 
spread 

The fall m the purchasing power of the rupee in the war and 
post-war period reduced the real burden of rural debt. Even 
here, the larger landholders benefited more than the rest The 
Review of the Co-operative Movement on the credit side indicated 
that “the main effect of the increase in agricultural pnces has 
been to improve the repaying capacity of the borrower and not 
so much to reduce his need for fresh finance which, on the other 
hand, has risen with the cost of cultivation and maintenance.^’^® 
The materials required for farming operations were in short 

25 The view was widely held that for the ten years or so before 
1939, the Indian agriculturist had a ‘raw deal’ owing to the drop m prices 
of agricultural produce since the slump of 1929, that he had been selling 
his crops below the real cost of production and that he had greatly 
deteriorated in his finances and his scale of living This had been la 
some degree recognised by the Government of India m imposing an 
import duty on wheat in 1930 and m giving protection to the sugar 
industry m 1932 Sir Henry Knight Food Administration in India, 
1939-47 (1954), pp 34-35 

26 Review of the Co-operative Movement m India, 1939-46, Reserve 
Bank of India (1948), p 8 
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supply, costs of cultivation rose progressively, while rural wages 
rose only moderately. 

It IS probable, on the whole, that the bulk of the gam 
accrued to large landholders and traders in rural areas The 
lesson of war-time experience, clearly, is that broad-based rural 
prosperity is not a matter of relative price and income adjust- 
ments, such prosperity can come only from increased productivity. 

The Partition of the country in August, 1947 was a violent 
shock to the economy. It aggravated the disequilibrium brought 
about by the war-time dislocation Apart from the immediate 
and unprecedented movement of displaced persons from one side 
of the border to the other and the consequent disruption of eco- 
nomic life over wide areas, the most serious effect on the Indian 
Union was a relative weakening of the agricultural potential. 
In the immediate transition period. Partition made India a 
large importer of food and raw materials The first priority in 
India’s economic planning for the next few years has, therefore, 
to be on making good this deficiency 

PLACE OF AGRICULTURE IN FIVE-YEAR PLANS^^ 

With the initiation of the Five-Year Plans, agricultural policy 
in general has come to be viewed in the broader context of the 
development of the economy as a whole The emphasis is as 
much on a diversification of the economy as on development 
of agriculture as such or on the improvement of conditions m 
rural areas This involves an integrated view of the economy as 
a whole We may briefly review the views of the Plannmg Com- 
mission as stated in the successive Five-Year Plans on the question 
of agriculture’s role in economic development Writing about the 
pattern of priority in the First Five-Year Plan, the Plannmg Com- 
mission states that “the conception of priorities over a period has 
to be a dynamic one, the emphasis as between different sectors 
shifting as development in those taken up initially prepares the 
ground for development m others Having laid down this broad 
principle, the Planning Commission proceeds to state: “For the 
immediate five-year period, agriculture, including nngation and 

27 M L Dantwala, “Economic Development and the Role of the 
Agricultural Sector in India,” Paper submitted to the ECAFE in 1964 

28 Report on the First Five-Year Plan (1952), p 44 
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power, must in our view have the top-most priority For one thmg, 
this emphasis is indicated by the need to complete the projects in 
hand, and further we are convinced that without a substantial 
mcrease in the production of food and of raw materials needed for 
industry, it would be impossible to sustain a higher tempo of 
industrial development In an under-developed economy, with 
low yields m agriculture, there is of course no real conflict between 
agriculture and industrial development. One cannot go far 
without the other, the two are complementary It is necessary, 
however, on economic as well as on other grounds, first of all to 
strengthen the economy at the base and to create conditions of 
sufficiency and even plentitude in respect of food and raw ma- 
terials Consistent with this approach, of the total Plan (re- 
vised) outlay of Rs 2,356 crores, as much as 15 1 per cent was 
allocated to agnculture and commumty development and 28.1 
per cent to irrigation and power (16 3 per cent to irrigation. Ill 
per cent to power and 0 7 per cent to flood control, etc ) as against 
7 6 per cent for industry and mining (6 3 per cent for large and 
medium industries and 1 3 per cent to small industries) It 
should, however, be mentioned that the Planning Commission 
held the view that at that stage the progress in industries, 
especially large-scale industries, would have to depend, to a great 
extent, on effort in the private sector, while the State would con- 
centrate on the provision of basic services like power and trans- 
portation Though it was stated that the State had also "‘special 
responsibility for developing key industries like iron and steel, 
heavy chemicals and manufacture of electrical equipments with- 
out which development in the modern world is impossible,” no 
significant allocation was made for the development of these key 
industries in the public sector 

Agncultural production during the First Five-Year Plan in- 
creased substantially though in restrospect it appears that the bulk 
of It was due to the increase in the acreage and to good weather 
conditions At the end of the First Five-Year Plan, foodgrains 
production had increased from 55 imllion tons to 65 million tons, 
thus exceeding the target of 61 6 million tons laid down for the 
last year of the Plan Prices of agncultural commodities declined 
sharply The comfortable situation on the agncultural front m- 


29 Ibid 
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duced the Planning Commission, while formulating the Second 
Five-Year Plan, to shift the emphasis towards industrialization 
One of the major objectives of the Second Five-Year Plan was 
stated to be ‘‘rapid industrialization with particular emphasis on 
the development of basic and heavy industries The other objec- 
tives mentioned in this context were a sizeable increase m national 
income, a large expansion of employment opportunities and re- 
duction of inequalities in incomes and wealth, but there was no 
specific mention of the development of agriculture Arguing the 
case for rapid industrialization, the Commission stated “Low or 
static standards of hving, under-employment and unemployment, 
and, to a certain extent, a gap between the average and the highest 
incomes are all the manifestations of basic under-development 
which characterises an economy dependent mainly on agriculture. 
The core of development is thus rapid industrialization and diver- 
sification of the economy But, for industrialization to be rapid 
enough, basic industries like iron and steel, non-ferrous metals, 
coal, cement and heavy chemicals as well as industries which make 
machines for making machines have to be developed rapidly 
The criterion for investment resources was to be not merely im- 
mediate needs, but also the expandmg needs as development 
went forward. The approach of balanced growth was not given 
up It was stated that balanced pattern of industrialization re- 
quires well-recogmsed effort to utilise labour for increasing the 
supplies of much needed consumer goods in a manner which eco- 
nomises the use of capital 

Consisterft with this view, the percentage of the developmental 
outlay (of Rs 4,800 crores) allocated to industry and mining was 
increased to 18 5 per cent (from 7 6 per cent in the First Five-Year 
Plan) and that for agriculture and community development was 
reduced to 11 8 per cent (from 15 5 m the First Plan) There was 
a similar reduction to 19 per cent from 28 1 per cent m the outlay 
allocated for irrigation and power The targets of agricultural 
production for the Second Five-Year Plan were also relatively 
modest For example, the production of foodgrams was to be 
increased from 65 million tons in 1955-56 to 75 million tons in 
1960-61, an increase of 10 million tons in the five years of the 

30 Report on the Second Five-Year Plan (1956), p 24 

31 Ibid, p 25 
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Second Plan, as against an increase of 14 million tons achieved 
during the First Five-Year Plan Soon after, however, it was rea- 
lised that the target for foodgrains production in the Second 
Five-Year Plan was rather low and the same was raised to 80 
million tons without, however, making any addition to the finan- 
cial allocation for agricultural development 

Though in the last year of the Second Plan, foodgrains 
production nearly reached the revised target, in the preceding 
years, shortages were experienced resulting m substantial increases 
in foodgrains prices The Third Plan, therefore, restored the 
primacy of agriculture m its development programme Unlike m 
the Second Plan, the achievement of self-sufficiency in foodgrains 
and increased agricultural production to meet the requirements of 
mdustry and export found place in the principal objectives of the 
Third Plan It was stated that in the scheme of development 
during the Third Plan, the first priority necessarily belonged to 
agnculture The experience in the first two Plans and especially 
in the second, had shown that the slow rate of growth in agri- 
cultural production was one of the main limiting factors in the 
progress of the Indian economy This, however, did not imply 
relaxation of emphasis on the development of basic and heavy 
industries As a matter of fact, there appears to be a certain 
degree of ambivalence regarding the relative importance of agri- 
culture and industry On the one hand, it was stated that “the 
development of agriculture based on utilization of manpower re- 
sources of the countryside and the maximum use of local resources 
holds the key to the rapid development of the country,” on the 
other. It was also stated that “there is no doubt that industry has 
a leading role m securing rapid economic advance”*- This was 
sought to be reconciled by the statement that “the growth of agri- 
culture and the development of human resources alike hinge upon 
the advance made by industry Not only does industry provide 
the new tools but it begins to change the mental outlook of the 
peasant 

Allocation of the financial outlay to the different sectors in 
the Third Five-Year Plan does indicate a slight shift in favour of 
agnculture Thus, the share of agriculture and community deve- 

32 Report on the Third Five-Year Plan, pp 23-24 

33 Ibid, p 7 
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lopment m the total financial outlay was increased from 11 per 
cent in the Second Plan to 14 per cent in the Third, while the 
percentage allocated to major and medium irngation remained 
constant at 9* Similarly, the percentage share of organised m- 
dustry and minerals also remained constant (20 per cent) for the 
Second and the Third Plans. It was further stated that “in formu- 
lating agricultural production programmes for the Third Plan, the 
guiding consideration has been that the agricultural efforts should 
not be impeded in any manner for want of financial or other re- 
sources Accordingly, finance is bemg provided on a scale which 
IS considered adequate and the further assurance is given that if 
for achieving the targets of production additional resources are 
found necessary, those will be provided as the Plan proceeds 
During the first two years of the Third Flan, progress of agricul- 
tural production was very unsatisfactory and when national emer- 
gency was declared, after the invasion of the Northern Frontier, 
the National Development Council m the year 1963 sanctioned 
supplementary allocation for minor irrigation and soil conser- 
vation 

Viewing the three Five-Year Plans together, it can be stated 
that the only penod during which the importance of agricultural 
development was not sufficiently appreciated was at the time of 
the formulation of the Second Plan It may be perhaps more 
appropriate to say that dunng this period the importance of basic 
and heavy industries in national development came to be empha- 
sised for the first time This was interpreted as ‘neglect’ of agri- 
culture In this«»connection, it is important to mention that alloca- 
tion of only 6 3 per cent of the total financial outlay during the 
First Plan to the development of large and medium industries in 
the public sector was altogether too meagre and its step-up to 14 4 
per cent m the Second Plan was, in a way, a correction of the 
‘neglect’ of industrial development in the First Plan It is inte- 
resting to note that in retrospect, even the critics of the heavy in- 
dustry bias of the Second Plan agree that it would have been 
worthwhile to have endeavoured to establish a steel plant during 
the First Plan 

In this connection, it is necessary to emphasise that it is in- 
appropriate to judge the pnorities accorded to different sectors 


34 Ihid, p 304 
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only by reference to the composition of planned public outlay or 
investment Apart from the considerable non-monetised invest- 
ment particularly in the agricultural sector, so characteristic of 
under-developed economies, the quantum of private investment 
in different sectors constitutes an important component of the 
total investment on which the ultimate output would depend 
According to the estimates given in the Third Five-Year Plan, 
during the First Five-Year Plan (1951-56), the private sector in- 
vestment came to Rs 1,800 crores as against Rs 1,560 crores of 
public sector investment The corresponding figures for the Second 
Five-Year Plan (1956-61) are Rs 3,100 crores and Rs. 3,650 crores 
It may also be noted that during the Second Plan, private invest- 
ment m agriculture came to Rs 625 crores as against public in- 
vestment of Rs 210 crores In the case of major and medium 
irrigation, however, as would be expected, there was no private 
investment against an investment of Rs 420 crores by the public 
sector®^ Further, as has been rightly pointed out, ^"the only way 
of judging whether a development plan is well-balanced is by 
considering the flow of output of the various goods and services 
investment is simply one means of securing this balance, and the 
character of the development cannot be judged by the way in 
which this one means is allocated between various industries 
The capital expenditures are a very important means of helping 
to attain this output, but they are not objectives in themselves 
If some other method of raising output could be discovered during 
the Plan period {eg,, by the use of better seeds instead of costly 
irngation schemes), then the essence of the Plan q^n be fulfilled 
even if the capital expenditure were far below the original 
figures 

Professor Reddaway has elaborated this point thus “A 
five-year plan normally shows two mam sets of figures targets 
for the outputs of various commodities which should be attained 
in the last year of the plan, and plans for capital expenditure to 
be done m the whole penod of the plan. Of these two, the 
capital expenditure is the thing which calls foi direct and imme- 

35 Ibid, pp 32-33 and 59 

36 W B Reddaway The Development of the Indian Economy (1962), 
pp 161 and 189 

37 Ibid, p 189. 
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diate action, and it tends therefore to be regarded as the essence 
of ‘the Plan’ This is, however, to mistake the means for the 
objective the fundamental objective of the Plan is to attam the 
higher levels of output, and it is these levels of future output 
which have to be kept in balance as between one product and 
another, if the plan is to be a coherent one ” He further observes 
“ It was inevitable that investment should show a bigger 
percentage for the industrial sector — and more particularly for 
heavy industry — than one will find in the increment of output 
amongst other reasons, we may note the following 

(a) The other factors which raise output besides investment 

— notably ‘better methods in existing productive units" 

— can make a substantial contribution in agriculture 
and in the more established types of other activities 
(including services), m heavy industry or power, on the 
other hand, output has to be expanded essentially by 
building new units 

(b) The long time-lag between investment and output in 
heavy industry requires apparently ‘disproportionate’ 
investment in it when the process of development is 
starting or accelerating. 

(c) In so far as additional output is obtained by buildmg 
new units, the higher capital-output ratio in heavy in- 
dustry inevitably makes its share of investment higher 
than its share ui the resultant increase in output This 
is not; of course, a reason for deciding to increase the 
output of heavy industry rather than some other type 
of output — quite the reverse, but if it is necessc^ to 
increase the output of heavy mdustry (as may above all 
apply m the case of power) then the large allocation of 
investment to that purpose follows inevitably” 
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LAND TENURE AND LAND REFORMS 

GENERAL CONSIDERATIONS 

The ownership of land and the nature of rights and obli- 
gations between the members of the rural community ansin#% 
a consequence of the utilisation of land are the product 
long evolution determined by the geographical, economic, socil 
and political conditions and circumstances of the community, 
The complex of land tenures and tenancies which arises as a 
result of this process affects vitally the efficiency of cultivation 
and the distnbution of the produce of the land 

Whether the State recognises private ownership in land, 
whom It recognises as owner and on what terms, whether the 
owners actually cultivate the land or whether they hire it out to 
tenants, on what terms these latter are called upon to work, 
these are the factors which determine the structural basis of the 
country’s agricultural economy If this structural basis is un- 
sound, attempts to secure agricultural improvement cannot suc- 
ceed The State has to take into account all these vital ques- 
tions and help m bringing about necessary changes m respect 
of tenures and tenancies so as to ensure that the land system 
does not hamper but promotes agricultural progress 

In India, the land problem did not receive, iMitil the post- 
Independence period, the attention it deserved Various econo- 
mic and social factors combined to produce an inefficient and 
exploitative land system which sapped initiative, hampered eco- 
nomic progress and led to inequitable distribution The land 
problem has been at the root of many of the deficiencies and 
drawbacks of Indian agriculture A reform ot the land system 
has, therefore, to be an integral part of the problem of agricul- 
tural improvement and rural reconstruction 

EVOLUTION OF THE LAND TENURE SYSTEMS 

The systems of land tenure m India may be broadly classi- 
fied into three divisions (i) the Zammdan, (ii) the Mahalwan 


IOC 
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and (ill) the Ryotwan We shall outline briefly the evolution 
of these systems and the growth of diverse interests and classes 
on the land 

THE PERMANENT SETTLEMENT — ZAMINDARI 

As the East India Company established its political domain 
m one part of the country after another, it had to evolve some 
system of dealing with the landed interests But this was no 
simple task for the Company as it found itself confronted with 
long-established customs and usages The officials of the Com- 
pany, however, had little interest in anything beyond the extor- 
tion of the maximum amount possible from the agriculturists, 
and naturally they took the line of least resistance by recognising 
the existing arrangements, or adopting new ones^ where neces- 
sary, in order to make sure of their own receipts The system 
of land revenue then prevailing generally dated tar back to the 
days of the Hindu Kings prior to the Moghul rule, a system 
under which the kmg was entitled to one-sixth of the gross 
produce as measured by the actual product gathered on the 
threshing floor. In the days of Sher Shah and Akbar, certain 
reforms had been introduced, such as a cadastial survey, and 
the payment of revenue m cash or in kind at the option of the 
cultivator, the amount being determined in view of a variety of 
factors including the fertility of the soil In the latter days of 
the Moghul Empire, the collective assessments superseded the 
methods favoured by Sher Shah and Akbar,^ Settlements were 
made with the provincial chief or any person in authority for a 
fixed annual revenue and the imperial share was raised to half 
the produce of the land. This led to the oppression of the pea- 
santry by the revenue farmers who extorted from the cultivators 
as much as they could, and there were cases of women and 
children being sold as slaves for defaults in payment of revenues. 
The East India Company also farmed out the revenues to older 
zamindars and chiefs in Bengal, Bihar .and Orissa. Warren 
Hastings tried temporary or short-term settlements, but the system 
had disastrous results Ultimately came Lord Cornwallis’s Perma- 

1 Radhakamal Mukerjee Land Problems of India (1933), p 324 It 
is interesting to compare m this connection the description of this system 
as given by Mr M Azizul Huque m his work, The Man Behind the 
Plough (1939), Chapter XIV 
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aent Settlement m Bengal, based on the analogy of English 
conditions, but involvmg in fact an unwarranted revolutionary 
interpretation of ownership rights, the consequences of which were 
felt till recently The zamindars who were originally agents of 
Government and, therefore, under the supervision of Govern- 
ment were declared full proprietors of the areas over which 
their revenue collection extended. The assessment was fixed 
at about 10/llths of what the zamindar received as rent from 
ryots, the balance of one-eleventh constitutmg the zamindar’s 
remuneration The revenue liability was fixed in a rough-and- 
ready manner without any survey of landed rights and interests 
01 any mvestigation into the productive capacity of the different 
classes of soils The intention of protecting the tenants as well 
was never made effective The landlords became a functionless 
and parasitic class interested only in gettmg the maximum of 
rent from the peasants, and Cornwallis’s dream of creatmg in 
Bengal a beneficent landlord-capitalist system resting on the 
contentment of the cultivator failed to materiahse It took three- 
quarters of a century for the iniquity of the position to become 
apparent It was only after 1859 that attempts were made to 
grant protection to the cultivator by means of tenancy legislation 

In Othef Parts of India 

In the meanwhile, steps were taken to extend the Perma- 
nent Settlement to other parts of the country as the Directors of 
the Company were favourably impressed by the regularity with 
which revenues poured m from Bengal under that Settlement. 
The system was applied to Benares, to North Madras and cer- 
tam parts of South Madras, but difficulties weie encountered as 
soon as it was sought to be introduced m the rest of South 
Madras In the major portion of the Presidency, the villages 
were of the ryotwan type, and the officials of the Company, 
under mstructions from the Court of Directors, tried to group 
together these villages artificially and to sell the landed rights 
therein to the highest bidders who were then to become the land- 
lords of the whole estate The attempt failed miserably and had 
to be given up in favour of the ryotwan system The question 
of extendmg Permanent Settlement came up for discussion even 
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learnt by experience and turned down firmly all proposals for a 
further extension of the system 

It IS perhaps pertinent to observe here before leaving this 
topic, that two issues have often been mixed up m the controver- 
sies on the subject One refers to the period of the Settlement, that 
IS, whether the share of the State is to be settled m perpetuity 
or only for a definite period, the other is as to who should be 
recognised as the owner of the land and who should therefore be 
dealt with by the State directly — the cultivator himself or some 
intermediary It has happened as a matter of historical accident 
that the Permanent Settlement has been associated with the 
zamindan system of tenure There is, however, no necessary 
connection between the two Permanent Settlements even with 
ryots individually are conceivable, and were in fact contem- 
plated by the originators of the ryotwan system On the other 
hand, we may also have a system of temporary settlements with 
zammdars An illustration of the latter is the Malguzan system 
in the former CP The Malguzars were revenue fanners under 
the Peshwas They had no proprietary rights m the land But, 
the British Government recognised them as owners and heads of 
villages and made them responsible for the payment of land 
revenue, the only difference m this case as compared with that 
of the landlords in Bengal being that the settlements here were 
temporary Besides these zammdan systems in Bengal, U P , 
parts of Madras and of C P , there were several other zamindan 
types of tenure in India, such as, for example, the Tolukdari 
system in pSrts of North Gujarat and the Khoti system in the 
Konkan The land revenue assessment and administration in 
these cases were governed by special Acts Although there are 
differences m detail in the working of these various types of 
tenures, the problems arising under all forms of zammdari systems 
are, broadly speaking, similar, and it is not proposed here to* 
examine all these systems in detail 

Abandonment of the Permanent Settlement 

Doubts as to the desirability of extending the Permanent 
Settlement to the new territories that weie being added from time 
to time to the Company’s domain were expressed as early as 1808, 
the mam objection being the possible loss of revenue on that 



LAND TENURE AND LAND REFORMS 


189 


account In 1821, the Court of Directors declared themselves 
against the introduction of Permanent Settlement in Northern 
India ^ Nevertheless, the controversy raised its head several times 
thereafter, especially in view of the serious toll of famines m 
different parts of the country One school of thought believed 
that a permanent fixation of the State’s demand would be of great 
help to the landed interests and the peasantry, but the Govern- 
ment of the Punjab opposed vigorously the conclusion of a Perma- 
nent Settlement on the ground that the Punjab was still undeve- 
loped and that it would be wrong to fix up permanently the 
State’s share m view of its great possibilities of development in 
the future® The question became the subject-matter of several 
Government minutes and despatches, and finally, in 1883 the 
Secretary of State for India wrote to the Governor-General of 
India directing that the policy of Permanent Settlement should be 
formally abandoned^ As Dutt points out, the policy was not 
abandoned because it was found to be at all against the interests 
of the people, but because the Government had now quite for- 
gotten the original beneficent aims of policy as outlined by Lord 
Cornwallis 

However, the experience of the working of the zamindan 
system showed none of the expected advantages, on the contrary, 
several defects were noticed The fixity of land revenue was a 
loss to the State It created vested interests The zammdars not 
only failed to act as leaders of the rural community, but they 
actually oppressed the tenants by all sorts of illeg’il exactions 
The system led to a mass of litigation and agrarian discontent and 
also to social degradation and administrative inefficiency The 
greatest evil of the system was sub-mfeudation The ultimate re- 
sult was a steady reduction m the number of actual cultivators 
possessing occupancy rights and a large increase in the number of 
landless labourers When this was combined with the further evil 
of sub-division and fragmentation the vicious circle was complete 
In view of these defects, hardly any one could defend the Perma- 
nent Settlement 

2 R C Dutt Economic Histoiy of India m the Victorian Age (1903), 
Seventh Edition, 1950, p 34 

3 Ibid,, p 276 ff 

4 Ibid, p 289 



190 


THE INDIAN RURAL PROBLEM 


THE MAHALWARI SYSTEM 

The principles of the Mahalwari or joint village system which 
was first adopted m Agra and Oudh and later extended to the 
Punjab were laid down in Regulation IX of 1833.® It was recog- 
nised in these cases that the villages concerned were units by 
themselves, the ownership of property was joint or communal, and 
that It was not possible therefore, to work out here a settlement 
with individual landlords as m the case of Bengal. Hence, these 
villages or Mahals, were settled with directly, though a co-sharer 
of standing was generally selected to undertake the primary liabi- 
lity of paymg the land revenue There were variations m detail 
as between the different parts of the country under this system, 
variations in regard to the procedure and period of settlement and 
the land revenue assessed The State demand varied from 40 to 70 
per cent of the rental. In the Agra Settlement, although the res- 
ponsibility for payment of land revenue rested on the village as 
a whole, any section of a village or a co-sharer could demand a 
separate or individual revenue liability In the Punjab also, though 
the liability was in theory joint as well as several, the share of 
the revenue from each landholder was distinguishable and could 
be recovered separately, so that the cultivators were almost in 
the same position as the peasant proprietors m Bombay and 
Madras In the C. P , the system was practically on the same 
lines as the Agra Mahalwari Settlement so far as the basis of 
settlement was concerned There was, however, the significant 
difference that the State had recognised the Malguzars, that is, 
the old revenue farmers under the Mahratta, as heads of villages, 
with proprietary rights The idea once agam as in the case of 
Bengal was to create a new class of vested interests who would 
be loyal to the new Government The conferment of this status 
was considered as a “gift” and the claim of the State was limited 
to one-half of the rental The settlements were to operate for 30 
years The consequence of all this has been the break-up of the 
old village community and the growth of an unco-ordinated indi- 
vidualism, whatever may have been the original intention of those 
who advocated and introduced the Mahalwari system based on 
the recognition of the joint character of the village community 
and the common rights in lands attached to the village 


5 R C Dutt Op at, p 34 
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THE RYOTWARI SYSTEM 

We now go on to trace the evolution of the third type of 
land system m India — the Ryotwari system, under which the 
individual ryot is dealt with diiectly by the State This system 
was first introduced in the districts of Baramahal in Madras by 
Captain Read and Thomas Munroe m 1792, and was gradually 
extended to other parts of the province and thereafter to Bombay 
'Between 1808 and 1818,” says R C Dutt/’ “the Madras Board 
of Revenue urged the wise plan of recognising the village com- 
munities of the Province” And he adds, “but representative 
village communities had no place m the scheme of the Company’s 
absolute Government; the Directors decided to deal with the culti- 
vators individually, without any intermediate bodies The ancient 
village communities of Madras declined from that date ” The same 
story was repeated m Bombay Elphinstone, indeed, sent home 
reports^ about these village communities which contained “in 
miniature all the materials of a State within themselves ” He also 
drew the attention of the authorities m London to the fact that 
“a large portion of the ryots are the proprietors of their estates, 
subject to the payment of a ‘fixed land tax’ to Government,” but, 
to quote Dutt agam, “a fixed resolve to make direct airangements 
with every separate cultivator and to impose upon him a tax to 
be revised at each succeeding settlement, necessarily weakened 
village communities and extinguished Mirasi rights ” Dr Radha- 
kamal Mukerjee has refuted Baden-PowelTs contention that the 
ryotwari village was the original type m India, that the earliest 
settlers had no ideas of common tribal ownership aad that indivi- 
dual property was the rule even m early land settlement ^ If this 
is true, the claim that m recognising the ryotwari system, the 
Government only gave statutory recognition to what was already 
a settled fact would be untenable 

Under the ryotwari system the ryot or the landholder is 
recognised as holding the land directly from Government without 
the intervention of any intermediaries His tenure is known as 
“occupancy” tenure which means the lands are heritable, trans- 
ferable and otherwise alienable without the sanction of Govern- 

6 R C Dutt Op at, p 67 

7 p 50 ff (italics m the original) 

8 Land Problems of India Od nt nn 
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ment, but are subject ta forfeiture m case of failure to pay the 
land levenue as assessed periodically A system like this leaves 
a great deal of discretion to the Settlement Officer at the time of 
assessment, there is necessarily a great deal of guess-work m the 
estimation of several of the items relevant to the fixation of the 
assessment, and, when this is combined with the fact that every 
periodical revision is utilised as an occasion for enhancement, we 
have some explanation of why this system of ‘peasant proprietor- 
ship’ has not brought m all the glorious results attributed to it by 
economists and land reformers The implication of the ryotwari 
system is that the State owns the land, and that the landholder 
derives his title to it directly from the State Apart from the 
other consequences of this system, to which we shall turn pre- 
sently, this claim of the State has destroyed the collective basis 
of village life and organisation 

Decay of the Village Community 

This review of the three prevalent systems of land tenuies 
m the pre-Independence period, viz , the Zammdan, the Mahalwari 
and the Ryotwari tenures indicates clearly that the Qaxly British 
admmistiators approached the problem of land settlement and 
assessment only pragmatically Their inclination was to take as 
far as possible the line of least resistance so long as the payment 
of the dues fixed was assured The fact nevertheless is that the 
early land policy of the Company and even of the officers under 
the Crown brought about far-reaching changes in the basis of land 
ownership, the system of cultivation, and the legal and social 
relationships as between the different classes of the rural com- 
munity The traditional village economy disintegrated, paiasitic 
interests developed on the land, and a senes of measures had to 
be taken in the course of the 19 th century to rectify the obvious 
evils 


In the evolution of the Indian land tenure system, there was 
thus an mter-relationship between the mode of settlement of land 
revenue and the recognition of rights in ownership and cultivation 
Before the history of land revenue assessment is taken up for 
study m another chapter, it is necessary to know here the effects 
of the system of land tenure on the various interests in the culti- 
vation of land and measures of reform introduced by Government 
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TENANCY PROBLEM 

The land tenure system refers to the relationship between 
Government and the landowner If the landowner himself culti- 
vates the land, there is no further problem, except that of the 
lelationship between the landowners and the agricultural labourers 
The problem of tenancy arises when the landowner or zammdar 
lets out the land to someone else, who then becomes the tenant, 
on terms defined by contract or custom The distinction between 
such a tenant and a mere agricultural labourer, though sometimes 
blurred m practice, is quite clear-cut conceptually The latter re- 
ceives a fixed wage and works under the supervision and control 
of the employer He has no right to the land and is not directly 
concerned with the product He merely does his allotted job in 
leturn for the wages, and there his responsibility ends A tenant 
works on his own He agrees to pay to the landowner a certain 
cash rent or, more often, a specified share of the produce He uti- 
lises his own labour, also that of the members of his family, and 
may, m busy seasons or otherwise as need arises, employ hired 
labour to assist him The landowner may supply, besides the 
land, some capital and equipment, often he supplies only land 
and takes no interest in actual agricultural operations A tenant 
is thus not only his own manager, but also in part “entrepreneur,” 
his reward fluctuates according to the crops he obtains and the 
prices they fetch It is a remarkable fact that in India, m the 
zamindan as well as in many cases in the ryotwan areas, the 
owner did not cultivate the land himself, so that the problem of 
tenancy became acute all over the country 

The emergence of this problem is due to a variety of causes 
In the permanently settled parts of the country, the inevitable 
result of conferring proprietary rights on the old revenue farmers 
was the creation of absentee landlords and the degradation of the 
original holders to a position of semi-serfdom In the U.P, for 
instance, the creation of Tdukdars in Oudh after the Mutiny was 
dictated by political necessity irrespective of the rights of the 
mass of the peasantry Nowhere m the whole land history of 
India, “can a better example be found of how the fate of millions 
of people IS bound up with the political upheavals in the country ” 
“The Government, entirely for political considerations, subordi- 
nated and sacrificed the interests of the millions to thp 
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of the few In the Ceded as well as the Conquered Districts 
of Agra, early settlements were made with so-called zamin- 
dars without any proper survey or enquiry. The new 
zammdars who were recognised by the British had little 
respect for traditional customs and rights Their chief aim was 
to realise as much revenue as possible lest their newly-got 
zamindari should be put to auction and sold off to others^® 
Therefore, attempts were made to correct the initial mistake by 
legislation and a more systematic lecordmg of rights, but, 
broadly speaking, the results have been similar to those in 
Bengal — a multiplicity of proprietary and sub-proprietary tenures, 
tenancy of various grades and a host of rent-receivers and lent- 
payers between the zamindar and the actual cultivator This 
sub-mfeudation resulted in the neglect by all these classes of their 
true economic functions since all the new interests in agriculture, 
instead of trying in co-operation to raise the maximum produce 
from the land, sought to wrest the utmost from one another The 
tenant m this situation was unreservedly at the mercy of the land- 
lord and the relationship between the two came to be characterised 
by various exactions in kind and cash, ‘‘fines’^ rack-rentmg and 
eviction of the tenant without any just reason In fact, m all 
zamindari areas, whether settled permanently or temporarily, the 
development was along similar lines, so that a series of tenancy 
laws had to be passed to afford some protection to the ryots 

TENANCY LEGISLATION 

In institutihg the system of Permanent Settlement m Bengal, 
It was made clear that the recognition of revenue f aimers as land- 
lords for the purpose of collection of land revenue did not give 
them a ‘blank charter’ to exploit and oppress the cultivators The 
Court of Directors expressly reserved the right to make from time 
to time all such regulations as may be necessary to prevent the 
ryots being improperly disturbed m their possession or loaded 
with unwarrantable exactions Though this declaration was re- 
affirmed m 1819, the actual rights of the cultivators were left un- 
ascertained at the time of the Permanent Settlement and were in 

9 B R Misra Land Revenue Policy in the UP (1942), PP 196-197 

10 Ibid, p. 56 

n Quoted by M Azizul Huque, Op cif , p 226 
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fact allowed to be usurped by the zamindars By the notorious 
''Haptam'' Regulation of 1799, the zamindars were vested with 
wide and arbitrary powers of distraint The Regulation V of 1812, 
known as the “Pan/om*” only reduced the powers What the 
zammdar thus lost, he made up by the exercise of illegal power 
One regulation followed another to help the landlords till one 
finds the breath-taking regulation that ryots preferring litigation 
or groundless complaints against the zamindars were to be punish- 
ed with fine and imprisonment At this time, a long and utterly 
unrealistic, if not tragic, controversy was raging among British 
administrators and jurists, as to whether the Permanent Settlement 
conferred on the zamindars absolute proprietary rights or whether 
the Government could still claim the right to regulate the exac- 
tions of the zamindars from the cultivators In 1819, the Court of 
Directors admitted regretfully “the absolute subjection of the 
cultivator of the soil to the discretion of the zamindars But 
nothmg was done in the matter upto 1859, so that “feudalism on 
the one hand, serfdom on the other, were the principal charac- 
teristics of the land system of Bengal The ryots were rack- 
rented, impoverished and oppressed, but large areas of Bengal, and 
waste lands were brought under cultivation and the zammdar’s 
margin of profit increased Legislative interference became un- 
avoidable The Bengal Rent Act of 1859, divided the settled 
cultivators of Bengal into three classes For those who held lands 
at the same rents since 1793, it was enacted that the rental should 
remain unaltered for all time to come For thosa who held lands 
at the same rents for 20 years, it was to be presumed that they 
had paid the same rents since 1793 until the contrary was proved; 
and those cultivators who had held lands for 12 years, were 
granted occupancy rights, their rents not to be raised thereafter 
except on specific and reasonable grounds provided in the law 
Certain other powers exercised by the landlord, such as that of 

12 Land Problems of India, Op cu , p 149 

13 Quoted by M Azizul Huque, Op cit , p 249 

14 Ibid, p 252 

15 Speech by the Lt Governor of Bengal m 1859, quoted by M AzizuI 
Huque, Op at, pp 252-253 

16 Report of the Land Revenue Commission, Bengal Vol I (1940), 
pp 24-25 
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having any ryot of his arrested without proving a case against him, 
were also cancelled’’ 

As the Rent Commission of 1880 clearly revealed, this legis- 
lation proved ineffective The zamindars did their best to prevent 
a cultivator from becoming entitled to the occupancy tenancy 
through 12 years’ uninterrupted cultivation Various devices were 
employed for not only enhancing the rents but also for ejecting the 
old tenants Such treatment was followed by acute agrarian dis- 
content and even riots In 1885, another Tenancy Act was, there- 
fore passed. The two mam objects of the Act were to extend 
the right of occupation to settled cultivators, and to extend ade- 
quate protection to non-occupancy cultivators But even this was 
of no avail Rents went on increasing, on the doctrine of aveiage 
rate on grounds of higher prices, to the maximum from 1885 to 
1928, years of progressive increase of prices throughout India The 
law again intervened in 1928 and made occupancy holdings trans- 
ferable, subject to certain conditions It also provided that the 
landlord had the right of pre-emption to purchase the holding 
within two months of the sale at 10 per cent over the sale pnce 
The right of pre-emption, which should have been vested with the 
occupancy ryot, was given to the landlord, even though more 
than half a century had elapsed since the first Tenancy Act was 
passed 

Thus although tenancy legislabon was undertaken, the old 
policy of allowing “every point about which there could be any 
doubt to settle itself in favour of the landlord and against 
the public” conbnued“ The other provinces such as the UP, 
the Punjab. Bihar, Orissa, Bombay and Madras also passed legis- 
lation in the course of this period more or less on the model of 
the Bengal Tenancy Acts, dealing with the zamindars, talukdan 
and khots But the results were everywhere the same, and the 
law was too tender to the landlord to uproot the evils of tenure 
from the land system As the Floud Commission summed up 
the position “It is true that the successive provisions of the 
Tenancy Acts have endowed the raiyats with the practical owner- 

17 R C Dutt, Op at, pp 263-264 

18 Ibid, p 461 

19 Report, 1871-72, quoted by M Azizul Huque, Op at 
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ship of the land But a large and increasing proportion of the 
actual cultivators have no part of the elements of ownership, 
no protection against excessive rents and no security of tenure 

In spite of all the legislation since 1859, the defects of 
tenancy continued as the law found it difBcult to limit the land- 
lord’s rights and powers which had been propped up for a long 
time by statute as well as by judicial interpretation Several 
factors were at work which made the problem more complex and 
more acute sooner than the law could cope with These factors 
were the rapid growth of population with increasing pressure on 
the land, the growth of a money economy, which led to extensive 
alienation of land from the agriculturists to non-agricultural 
classes, the de-industriahsation of the country-side, which was a 
characteristic feature during the period of the economic transition 
in India, and the prestige attaching to the ownership of land, 
combined with the notion that actual work on the land was de- 
giading, which led the well-to-do classes to invest m land and 
become absentee landlords In this process the erstwhile owner 
after selling off his land to a moneylender often went on bended 
knees to him asking to be allowed to cultivate his old plot of land 
on terms which were necessarily unfavourable to him The divoice 
of ownership from cultivation coupled with the excessive pressure 
on land resulted in a lapid rise m the number of functionless inter- 
mediaries who saw m the growing helplessness of the tenant a way 
to strengthen their own position without making any contribution 
to the maintenance oi improvement of the productivity of the 
land Consequently, a complicated chain ot proprietary and sub- 
proprietary rights in land was built up There was an increase of 
62 per cent m the number of rent faimers between 1921 and 1931, 
and since 1931 there has been a further process of sub-infeudation 
below the statutory ryot At the same time, a steady reduction 
took place in the number of actual cultivators possessing occu- 
pancy rights and there was a large increase m the number of 
landless labourers Their number increased by 49 per cent between 

20 Report of the Land Revenue Commission, Bengal, Vol I (1940), 
p 39 

21 Vide Report of the Royal Commission on Agncultme in India 
(1928), p 433 
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1921 and 1931 They constituted 29 per cent of the total agricul- 
tural population®'^ 

The same problem of intermediaries arose even under the 
Mahalwari and Ryotwari systems, where ordinarily the land holder 
was expected to be the cultivator Thus, in the Punjab, 7 3 per 
cent of the cultivated land was farmed by occupancy tenants and 
about 48 2 per cent by tenants-at-will. TTie general consensus of 
opmion as recorded by the Punjab Land Revenue Committee was 
that “the ordinary tenant with one or two ploughs does not often 
earn more, and may in places earn less than the permanently hired 
agricultural labourer”^® The unequal distnbution of the owner- 
ship of land implies the divorce of ownership from cultivation and 
indicates correspondingly the magnitude of the tenancy problem 
In Bombay, apart from the tcdukdati and khoti tenures which 
were of the nature of zamindari tenures, one-thurd of the cultivated 
area belonged to landlords who received rents without directly or 
indirectly taking part in the cultivation “ 

On the whole, taking the zamindari as well as the ryotwari 
areas, about 75 per cent of the cultivated area was estimated to 
be cultivated by tenants with varying degrees of rights and liabi- 
lities The rents paid by these tenants were m most cases exorbi- 
tant. The tenants were required often to render a variety of per- 
sonal services of a semi-feudal type to the landowner The practice 
of crop-shanng prevailed over a large part of the country Though 
this system had its advantages m early days, the subsequent deve- 
lopments hardly left even a subsistence level of income to the 
tenants on this basis 

PRE-INDEPENDENCE LEGISLATION AND CONGRESS 
AGRARIAN REFORMS COMMITTEE^s 

During the pre-Independence era, some piecemeal attempts 
were made for eliminating some of the worst features of the exist- 

22 Report of the Land Revenue Commission, Bengal, Vol I, p 37 

23 The Report of the Land Revenue Committee, Punjab. Goveinment 
of Punjab (1938), p 34 It is also pointed out that about 61 per cent of 
the cultivated area of the Province belonged to only 15 per cent of the 
owners 

24 Land Revenue Administration Repoit, Bombay, 1936-37 

25 Vide M L Dantwala’s Paper on “Interrelationship between Land 
Reform and Community Development,” submitted to ECAFE in March, 
1961 
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ijQg land tenure relations. After the 1936 elections to the Provin- 
aal Assemblies, popular governments were formed in most of 
the Provinces This synchronised with mass upheavals of the 
peasants in some of the zammdari areas The popular govern- 
ments responded by introducing legislation for the protection of 
tenants The Government of Bombay enacted a law creating a 
class of protected tenants who could not be evicted except for 
non-payment of rent and some such specific reasons. Rents were 
also reduced In Bihar, all rent enhancements between 1911-13 
were cancelled and illegal evictions by the zamindars were made 
a penal offence In Uttar Pradesh, a moratorium was declared 
on all arrears of rent and debts, and ejectments of tenants were 
prohibited When the U P Tenancy Act of 1939 came into force, 
permanent and heritable occupancy rights were given to 7 million 
tenants over an area of 163 million acres 

The first comprehensive statement on land policy is contained 
in the Report of the Agrarian Reforms Committee appointed by 
the President of the Indian National Congress, in 1948^ The 
Committee stated that there could not be any lasting improve- 
ment in agricultural production and efficiency without compre- 
hensive reforms m the country’s land system While fully support- 
ing the proposals for the abolition of the zamindari tenure, which 
were before the legislatures of several Provinces, the Committee 
categorically stated that in the agrarian economy of India, there 
was no place for intermediaries and land must belong to the tiller 
It, therefore, recommended that in future sub-lettmg^of land should 
be prohibited except in the case of widows, minors and other dis- 
abled persons Resumption of land by the landless from the 
tenants was to be permitted only to the extent necessary to make 
owner-cultivation economic More land could be resumed 
subject to the condition that in the process, the holding of the 
tenant did not become uneconomic The tenant was to be given 
the right to purchase the non-resumable portion of the land at a 
reasonable price to be determined by Regional Land Tnbunal In 
order to avoid the occurrence of concealed tenancy, it was sug- 
gested that any arrangement under which the person working on 
the land shared the risk of cultivation, as would be the case in 

26 Report of the Congress Agrarian Reforms Committee, The All- 
India Congress Committee (1949) 
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crop-sharing, would be deemed to be a tenancy Only those who 
put m a minimum amount of physical labour and participated in 
actual agricultural operations would be considered as cultivating 
the land personally 

Two other important recommendations of the Congress 
Agranan Reforms Committee may also be noted The Committee 
recommended that there should be a ceiling on the size of hold- 
ings which any one farmer should own and cultivate Co-operative 
farmmg was recommended for palpably uneconomic units of land 
Individual peasant farmmg was recommended subject to limita- 
tions of a ceiling and a floor and social control m the matter 
of sub-letting, transfers and a test of good husbandry 

FIRST FIVE-YEAR PLAN 

The First Five-Year Plan of the Government of India, m its 
statement on Land Policy, endorsed the recommendation of the 
Congress Agrarian Reforms Committee While emphasising that 
increase in agricultural production represented the highest pnority 
m planning over the next five years, it was stated that the social 
aspect of the problem was no less important It was mentioned 
that the policy for land may be considered adequate m the 
measure in which it reduces disparities in wealth and income 
eliminates exploitation, provides security for tenant and worker 
and finally, promises equity of status and opportunity to different 
sections of the rural populations^ ^ 

The land reform programme in India can be best considered 
under the foyowing major headings (i) Abolition of Inter- 
mediary or Zaraindari rights, (n) Tenancy legislation aimed at 
reduction of rent, security of tenure and purchase of land by 
tenants, (iii) Ceiling on individual holdings, and (iv) Co-operative 
farming 

The above also represents^ the chronological order in which 
these measures were introduced To these may be added the 
legislation for consolidation of holdings and prevention of frag- 
mentation which was being adopted with varying degrees of in- 
tensity all through this period and even before Independence 

Before discussing the salient features of these different mea- 
sures of land reforms, it is necessary to note that land reforms 

27 Report on the First Five-Year Plan, Planning Commission, Govern- 
ment of India (1952), Chapter XII — Land Policy, p 184 
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fall within the jurisdiction of the State Governments, and the 
Union Government, at best, provides general guidance Because 
of this, and also the great vanations in local conditions, the legis- 
lation while broadly conforming to the general policy vanes in 
details It would not be possible here to discuss the content of 
land reform legislation m all its vaiiations in the different States 
What follows therefore is a bioad description of the essential fea- 
tures of the various land reform measures.“® 

ZAMINDARI ABOLITION 

The Zammdari or the Intermediary tenures existed predomi- 
nantly in the States of Uttar Pradesh, Bihar, West Bengal and 
former Hyderabad and parts of Madras and Andhra The legis- 
lation enabled the State Governments to acquire all rights of the 
mtermedianes on payment of compensation. The acquisition in- 
cluded, besides the tenant-cultivated land, all waste lands, com- 
munal lands, forests, mmes, minerals, nveis, channels and fisheries 
In all about 173 million acres of land were acquired for which the 
compensation mcludmg rehabilitation grants payable to the inter- 
mediaries amounts to Rs 513 6 crores.^ Acquisition of these 
rights by the State brought the statutory tenant (but not neces- 
sarily the sub-tenants) into direct relationship with the State In 
some cases, tenants acquired full ownership rights including the 
right of transfer, without any payment In others, they were re- 
quired to make some payment to the State for acquisition of full 
occupancy rights Until these rights are acquired, in effect, they 
remain the tenants of the State Government and cdntmue to pay 
the same amount in the form of land revenue as they used to 
pay as rent to the zammdars The land revenue is reduced only 
on the payment of purchase price to the Government In the 
zammdari areas, rents paid by the( statutory tenant to the inter- 
mediaries had been regulated for th^ past many decades by legi^ 
lation As such, these were regarded as reasonable and further 
deductions were not generally considered necessary. 

28 For details see Agricultural Legislation in India, Vol IV — Land 
Reforms (Abolition of Intermediaries') (1953), and Vol VI — ^Land Reforms 
(Reforms m Tenancy) (1955), Ministry of Food and Agriculture, Govern- 
ment of India 

29 Progress of Land Reform, Planning Commission, Government of 
India (1963), P 4 

30 The Bengal Tenancy Act of 1885 and Bihai Tenancy Act of 1885. 
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As Will be seen, the average rate of compensation paid to 
the intermediaries comes to about Rs 30 per acre This is 
substantially below the market price of the land Thus, though 
the average quantum of compensation cannot be considered as 
excessive, a handful of zamindars who owned very large areas of 
land became entitled to substantial amounts of compensation 
Only a part of the compensation — or rehabilitation grant — and 
that too to small landowners, is paid in cash, the remammg 
being paid in long-term bonds As yet, only a small part of 
compensation has been paid to the divested zamindars The 
assessment and payment of compensation has been a time-con- 
summg process primarily because of the absence of proper 
record of rights and inadequate revenue administration 

Land under personal cultivation of the zamindars (or no- 
minally recorded as such) was exempted from acquisition, 
sometimes without any limit of retention It is alleged that this 
has enabled several big zamindars to retain considerable portions 
of land, defeating, to some extent, the main purpose of the 
legislation It is reported that mechanised, capitalistic farming 
IS bemg undertaken on these lands by the ex-mtermedianes. 
The zamindars did not yield readily to the onslaught of the 
legislation, but they preferred to fight their battle only through 
the Court of Law They won several rounds, one legislation 
after another was declared unconstitutional on the ground that 
it violated the Fundamental Rights guaranteed under the Con- 
stitution Section 31 of the Constitution of India provides that 
*‘no property, moveable or immoveable, i shall be taken 
possession of or acquired for public purposes under any law 
authorismg the taking of such possession or acquisition, unless 
the law provides for compensation for the property and either 
fixes the amount of compensation or satisfies the principles on 
which and the manner in which the compensation is to be de- 
termined and given ” The Supreme Court, interpreting the 
Article, stated that ‘‘while it is true that the legislature is given 
discretionary power of laying down the principles which should 
determine the amount to be given to the owner for the property 
appropriated, such pnnciples must ensure that what is determined 
as payable must be compensation, le, just equivalent to what 
the owner has been deprived of Withm the limits of this basic 
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requirement of full indemnity of the expropriated owner, the 
legislature has to judge as to what principles should guide the 
determination of the amount payable ” Adherence to this ‘‘basic 
requirement’^ of payment of “full indemnity” would have meant 
a virtual moratorium on the acquisition of the zammdan rights 
by the State Confronted with this situation, the Parliament 
amended the Constitution in 1951 A new Article (Article 31 -A) 
was inserted which lays down that “no law providing for the 
acquisition by the State of any property or any rights therein or 
for extmction or modification of any such rights shall be deemed 
to be void on the ground that it was mconsistent • with 
any of the Fundamental Rights conferred by Part III of the Con- 
stitution” A new Article 31-B specifically safeguarded the 
position of the Acts and Regulations specified in the Ninth 
Schedule of the Constitution The Schedule included all the Acts 
which had been enacted until then The validity of this consti- 
tutional amendment was also challenged m the Supreme Court 
The Court, however, held the amendment as valid and constitu- 
tional 

TENANCY LEGISLATION 

The main provisions of the tenancy legislation relate to 
regulation of rent, security of tenure and conferment of owner- 
ship on tenants The Second Five-Year Plan had recommended 
that the level of rent should not exceed one-fourth or one-fifth 
of the gross produce. Legislative measures have been adopted m 
all States for the regulation of rent, but the levels prescribed vary 
a great deal from State to State In some States, rent is fixed 
as a multiple of land revenue, but since the levels of land revenue 
themselves need rationalisation, any such correlation may not be 
fair and equitable There is also a trend in favour of computa- 
tion of crop rents into cash rents 

In order to provide security to the tenants, the tenancy laws 
have imposed restrictions on the landlord’s right to resume land 
from the tenants This is related in the first instance to the 
amount of land already under the personal cultivation of the land- 
lord. A greater latitude is shown to small landownersr who may 
have leased a portion of their land to the tenants. They are 
permitted to make their own cultivated holding economic But, 
-even here, care is to be taken to see that in the process, the 
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tenant is not deprived of the entire land cultivated by him on 
lease Once the land is declared as non-resumable under the 
above provisions, the tenants of such lands cannot be evicted and 
they virtually acquire the occupany right One of the essential 
conditions of resumption is that the resumed land will be culti- 
vated personally Immense difficulties have been experienced m 
defining personal cultivation and the looseness in the defimtion 
resulted in many improper resumptions When the legal provi- 
sions were strict, some landlords persuaded their tenants to 
voluntarily surrender the leased land Subsequently, the defini- 
tion of personal cultivation has been revised and provisions 
regarding the voluntary surrenders tightened up^^ Sub-lettmg of 
land in future is prohibited under many Acts, exceptions bemg 
made in the case of army personnel, widows, orphans and dis- 
abled persons 

Tenants are entitled to purchase the non-resumable leased 
land at a reasonable pnce which is either stipulated in the legis- 
lation, or IS determined by a land tribunal The Bombay Tenancy 
Law (1957 amendment) however, goes one step further and de- 
clares that as fiom 1st April 1957, all tenants in cultivatmg 
possession of the leased lands are deemed to have purchased the 
land at a price mentioned m teiras of a multiple of land revenue 
varying from 20 to 200 The landlords, however, are given the 

31 Definition of personal cultivation m the Bombay Tenancy and Agu- 
cultural Lands Act, 1948 

(6) “to c&tivate personally” means to cultivate land on one’s own 
account, (i) by one’s own labour, or (u) by the labour of any member 
of one’s family or (in) under the personal supervision of oneself or any 
member of one’s family by hired labour oi by servants on wages payable 
m cash or kind but not in crop share, bemg land, the entire area of 
which (a) IS situated within the hmits of a single village, or (b) is so 
situated that no piece of land is separated from another by a distance 
of more than five miles, or (c) forms one compact block 

Provided that the restuctions contained m clauses (a), (b) and (c) 
shall not apply to any land (i) which does not exceed twice the ceiling 
area, (ii) upto twice the ceiling area, if such land exceeds twice the ceiling 
aiea 

A tenant is defined as a person cultivatmg any land belonging to 
another person it such land is not cultivated personally by the owner 
and if such person is not (a) a member of the owner’s family, or (b) a 
servant on wages payable in cash or kind but not in crop share, or a 
hired labourer cultivatmg the land under the personal supervision of the 
owner or any member of the owner’s family 

The Bombay Tenancy and Agricultural Lands Act (Bombay Act 
No LXVII of 1948), Government of Bombay (1958) 
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right to file applications undei which they could contest the 
tenant’s right to be deemed as an owner 

As will be seen from the above, the legislation aims at 
making leasmg of land unattractive, and ultimately terminate the 
system altogether The landlords did take advantage of the loop- 
holes in the legislation wherever they existed and also tried to 
circumvent the provisions by all manner of dubious ways En- 
quiries into the working of the tenancy legislation have revealed 
that the implementation of the law has been far from satisfac- 
tory “ Rents higher than the legally prescnbed minimum con- 
tinue to be paid, there were also several cases of unlawful evic- 
tions, sometimes with the acquiescence of the tenant himself 
through the so-called voluntary surrenders With the afflux of 
time, however, the conditions are getting stabilised, though not 
always in complete conforrmty with what was intended by the 
legislation, still at a level which is certainly an improvement ovei 
the state of affairs existing before the enactment of the legislation 

CEILING ON HOLDINGS 

At the outset, it is necessary to note that apart from the ceil- 
ing on the amount of land which a landlord could resume fiom 
the tenant, there are two other types of contemplated ceilings on 
individual ownership One pertains to the acquisition of land in 
the future and the other, to the existing holdings. Legislation in 
regard to the former has been passed in all the States and Union 
Terntories Legislation for ceihng on existing holdings has been 
enacted m all the States and the Union Territories except the 
former Punjab In the former Punjab area, the law empowers the 
Government to settle ejected tenants on surplus lands in the posses- 
sion of a person above the permissible limit of 30 standard acres. 

The level at which the ceiling was to be imposed and the 
criteria for its determination presented a difficult issue Various 
cnteria such as gross and net income, a work unit and a plough 

32 Vjde (i) V M Dandekar and G J Khudanpur Working of Bom- 
bay Tenancy Act, 1948 Report of Investigation (1957), (ii) M B Desai 
Report on an Enquiry into the Working of the Bombay Tenancy and 
Agricultural Lands Act, 1948 (as amended up to 1953) in Gujarat (exclud- 
ing Baroda District) (1958), (iii) V Y Kolhatkar and S B Mahabal 
^ Enquiry into the Effects of the Working of the Tenancy Legislation 
m the Baroda District of Bombay State (1958) 
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umt were suggested Some of the earlier Acts lay down that the 
ceiling should be placed at three to four times the family holding, 
the family holding being defined as a unit which yielded an 
annual net income of Rs 1 200 Subsequently, the reference to the 
income or to the multiple of the family holding is omitted and 
the ceiling levels are fixed, keeping in view the variations in the 
quality of land The surplus over these ceilings is acquired, for 
which compensation is paid at rates considerably below the 
market price 

Compensation has two aspects, namely, (i) compensation 
that may be paid to the landowners for the acqmsition of sur- 
plus land, and (ii) the pnce that may be recovered from the 
allottees of surplus land As regards compensation payable to 
the owners, the suggestion m the Second Five-Year Flan is that 
It may be determined either as a specified amount related to 
the different classes of land or in terms of a multiple of land 
revenue or in such other manner as may be considered feasible 
It has been further suggested that the compensation may be 
paid in bonds redeemable over a period of, say, 20 years With 
regard to the pnce to be recovered from the allottees, the sug- 
gestion is that it should be so fixed that the total annual burden 
falling on the allottee on account of instalments of compensa- 
tion and interest payable thereon, if any, and the land revenue 
should not exceed the fair rent recommended in the Plan, i e , 
one-fourth or one-fifth of the gross produce It is envisaged 
that the aggregate amount of compensation payable to the 
owners woulcf be recovered from the allottees and that there 
would be no net additional liability on State Governments 

Certain categories of farms are to be exempted from the 
operation of the ceilmg Three main factors are taken into 
account m deciding upon the exemptions from the purview of 
the ceiling, viz, (i) integrated nature of operations, especially 
where industrial and agricultural work is undertaken as a com- 
posite enterprise, (li) specialised character of operations, and 
(iii) the need to ensure that the eflSiciently managed farms which 
fulfil certain conditions are not broken up In the light of these 
considerations, the Second Five-Year Plan recommended exem- 
ptions to the foUowmg categories of farms from the operation 
of ceihngs : (i) Tea, coffee and rubber plantations, (n) Orchards 
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where they constitute reasonable compact areas, (iii) Specialised 
farms engaged m cattle grazing, dairying, etc , (iv) Sugarcane 
farms, operated by sugar factories, and (v) Efficiently managed 
farms which consist of compact blocks, on which heavy invest- 
ment or permanent structural improvements have been made and 
therefore if broken up is likely to lead to a fall in production 

While most of the States have conformed to these recom- 
mendations, legislation in Jammu & Kashmir, Kerala, Madras, 
Maharashtra, Uttar Pradesh and West Bengal does not provide 
exemption for efB.ciently managed farms In Uttar Pradesh, in 
case of mechanised farms, a provision has been made enabling 
the Government to manage the surplus lands as State farms, the 
existing owners being given preference in the appointment of 
managers As regards sugarcane farms operated by sugar 
factones, while legislation m several States exempts them from 
the operation of ceiling, a different approach has been adopted in 
Madras, Uttar Pradesh and Maharashtra In Madras, legisla- 
tion provides for the settmg up of a Sugar Factory Board to 
review whether sugarcane farms of individual factories should or 
should not be exempted from ceilings Considerations such as 
the requirements of the sugar factory and its financial structure 
have to be taken into account before final decisions are taken 
In Uttar Pradesh, while there is no exemption from ceilings, 
provisions relating to mechanised farms would also apply to 
sugarcane farms operated by sugar factories In Maharashtra 
sugarcane farms of sugar factories are not exempted from ceil- 
ings but provision is made for maintaining the integrity of the 
farms in one or more compact blocks, for full and continued 
supply of raw material to sugar factories at a fair price, and for 
grant of surplus land to joint farming societies consisting, as far 
as possible, of persons who had previously leased their lands to 
the sugar factory, agricultural labourers employed on the farm, 
technical and other staff engaged by the factory for work on the 
farm, adjoining land holders who are small holders and landless 
workers 

The surplus land acquired by the State is to be redistributed 
according to a schedule of prionties laid down in the Act The 
Maharashtra Agncultural Lands (Ceilmg on Holdings) Act lays 
down the following list of priorities* (i) A tenant rendered land- 
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less as a result of resumption, (ii) A peasant rendered landless 
as a result of acquisition of land for irrigation project, (in) A 
joint farming society of agncultural labourers, landless persons 
or small holders, and (iv) Landless persons The allottees are 
required to pay an occupancy price in respect of the land allotted 
to them 

It IS feaied that due to considerable delay m enacting the 
legislation, numerous legitimate and illegitimate partitions have 
already taken place and the amount of surplus land that would 
now become available for purposes of ledistribution is not likely 
to be substantial In any case, it will not be sufficient for the pur- 
pose of appeasing the land hunger by making land available to all 
or even a majority of the landless agricultural labourers 

CO-OPERATIVE FARMING AND FUTURE AGRARIAN PATTERN 

The Congress Agrarian Refoims Committee (1949) recom- 
mended co-operative farming for what it termed as ‘the below 
basic holdmgs^^ The basic holding was defined as a holdmg 
smaller than which would be palpably uneconomic from the point 
of view of efficiency of agncultural operations To facilitate the 
practical application of the concept, one-third of the economic 
holding was to be considered as the basic holdmg Two consi- 
derations were involved in recommending this new operative con- 
cept of small holdings for the purpose of co-operative farming 
It was believed that farms which at present were somewhat below 
the economic level could be upgraded through either additions of 
small areas or Extension of irrigation and the assistance of service 
co-operatives But the major consideration was purely adminis- 
trative or organisational One cardinal test of the smtabihty of 
a land reform measure is its practicability The Committee felt 
that the task of bringing all the existing uneconomic farms in the 
co-operative fold would be beyond the official as well as non- 
official administrative and organisational capacity The recom- 
mendation of the Committee regarding the maximum size of the 
co-operative farm may also be noted The Committee wrote 
“To mmiimse the odium of coercion and to maximise the sense of 
individual freedom, we recommend that the farmers whose holdings 
are smaller than the basic may not be pooled into a single giant 


33 Report, Op cit, ^ 49 
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farm but may be allowed voluntarily to join any co-operative 
Joint farm upto the size of the maximum holding which we 
have put at three times of the economic holding The idea is that 
the management of such a co-operative should be within the 
capacity of the farmers and they may not be reduced to mere 
automatons m the whole framework ” Two points may be noted 
the Agranan Reforms Committee desired that (i) co-operative 
farming should be confined to the sector of palpably uneconomic 
farms, and (ii) a limit should be placed on the maximum size of 
the co-operative farms 

Regarding co-operative f aiming, the recommendation of the 
First Five-Year Plan was that ‘Tor reasons mentioned above, it 
is important that small and medium farmers m particular should 
be encouraged and assisted to group themselves voluntarily into 
co-operative farming societies The area under a co-operative 
farming society should not be less than the prescribed minimum 
It IS perhaps not necessary to prescribe maximum for a co-opera- 
tive farming society’^ 

The approach of the Second Five-Year Plan on co-operative 
farming was equally cautious and it recommended that the general 
aim should be to bring the below basic holdings increasingly in 
the co-operative pools It also suggested that such essential steps 
should be taken as will provide sound foundations for the deve- 
lopment of co-operative farming so that over a period of 10 years 
or so, a substantial portion of agricultural lands is cultivated on 
co-operative lines The aim was stated to be to “enlarge the co- 
operative sector until the management of the enthe land in the 
village becomes the co-operative responsibility of the commu- 
nity.” It was further stated that “once the stage of co-operative 
village management is reached, , the distinction between 
those who have lands and those who are landless will lose much 
of its significance ” 

In January 1959, the Indian National Congress, at its 64th 
session in Nagpur, passed a Resolution on the agranan organi- 
sational pattern Inter aha, the Resolution stated that “the future 
agranan pattern should be that of co-operative joint farming in 
which the land will be pooled for joint cultivation ” In the Reso- 
lution, there was no qualification regarding restnctmg the co- 

34 Report on the Second Five-Year Plan (1956), P 204 
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Operative pattern to the small holders A presumption, therefore, 
arose that the intention of the Government was to convert the 
entire agricultural economy mto co-operative farming In June 
1959, the Government of India appointed a Workmg Group on 
Co-operative Farxmng mainly for the purpose of examimng the 
organisational and managenal problems likely to be faced by 
the joint farming societies The Working Group therefore was 
not called upon to express its views on the policy of the deve- 
lopment of co-operative farmmg But it noted that its visits to 
vanous farming societies confirmed its belief that co-operative 
farming was an effective method and agency for improving the 
economic and social conditions, particularly for small and middle 
cultivatois^^ As for the size of the co-operative farm, the Group 
expressed the view that it was not necessary to lay down a rigid 
mimmum size But as regards the maximum size, its view was 
that compact and homogeneous units were hkely to prove more 
successful because the chances of fnction and misunderstanding 
were reduced considerably It, therefore, recommended that “the 
size of the farm should not be too large and it was not essential 
that the co-operative farm should cover the entire village On the 
other hand, there would be an advantage in having more than 
one co-operative farmmg society in the same village of average 
size ” The programme of development it recommended for the 
Third Five-Year Plan was quite modest It was recommended 
that 320 carefully planned pilot projects should be carried out 
m the next four years in the NES Blocks In each Block, 10 
societies may ]pe organised At the same time, it hoped that as a 
result of the working of the pilot projects the programme of edu- 
cation and training and widening of co-operative effort in general, 
the idea of co-operative farming would gain ground and that 
20,000 new societies would come into existence by the end of the 
Third Five-Year Plan The recommendations of the Working 
Group were generally approved by the National Development 
Council m September, 1960 

REVIEW OF PROGRESSES 

A bnef review of the progress made in the implementation of 
the proposals for land reform is set out below 

35 Report of the Working Group on Co-operative Farming, Vol T 
Govemtment of India (1958) 

36 Vide Progress of Land Reform, Op cit , pp 1-29 
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ABOLITION OF INTERMEDIARIES 

Intermediary tenures like zammdans, jagirs, inams, etc., 
which covered more than 40 per cent of the area of the country, 
have almost been entirely abolished Legislation has been enact- 
ed in all States and the Union Territories but for a few minor 
tenures and mams as in Assam, Gujarat, Madras and Maharashtra 
In most States the legislation has also been implemented In 
others, it is in the process of implementation On abolition of 
intermediaries, the vestiges of feudalism have been removed and 
a large body of tenants estimated at 20 millions have been brought 
into direct relationship with the State As a result, the social 
and economic position of the tenants has considerably improved 

With the abolition of intermediaries, considerable area of 
forests and cultivable waste lands has also vested in Government 
in most States The forest lands vesting in the Governments have 
generally been placed under the management of the State Forest 
Departments The extent of cultivable waste land vesting in the 
State Governments of Andhra Pradesh, Bihar, Madras, Mysore, 
Orissa, Punjab and Rajasthan is estimated at 15 5 million acres, 
out of 34 6 million acres of culturable waste land In Andhra 
Pradesh, Mysore and Orissa, the bulk of the culturable waste 
lands have vested in Government In fact in the latter two States 
and in Rajasthan where the ]agir and zamindan abolition is in 
the process of implementation, the position may improve further 
on the completion of the process In several cases, the manage- 
ment of cultivable waste lands has been vested^ in the village 
panchayats as in the Punjab and in other cases they are being 
managed directly by Government 

Compensation 

The total compensation payable to the divested intermediaries 
amounted to Rs 513 62 crores — Rs 421 21 crores as regular com- 
pensation and Rs 92 41 crores as rehabilitation grants Of the 
total amount of compensation payable, Uttar Pradesh accounted 
for Rs 163 crores, Bihar for Rs 158 crores. West Bengal for 
Rs 70 crores and Rajasthan for Rs 54 crores, these four States 
accounting for about 85 per cent of the total Compensation is 
payable in cash or bonds redeemable over periods varying from 
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40 years in Bihar and Utiar Pradesh, 20 years in West Bengal, 
Assam and Maharashtra-Gujarat to 15 years in Rajasthan. The 
compensation paid npto 1960-61 amounted to only Rs 224 56 
crores — ^Rs 10003 crores in cash and Rs 124 53 crores in bonds 
Uttar Pradesh alone accounted for Rs. 119 crores of the total 
compensation paid 

In many States, the legislation provides for assessment of 
compensation on the basis of a graded multiple of the net total 
income of the intermediary Before a multiple applicable to an 
intermediary can be determined, it thus becomes necessary to as- 
certain his total income m respect of all his estates or shares in 
estates In several States like Bihar, West Bengal and Rajasthan, 
there was hardly any up-to-date record of rights on the basis of 
which estimates of the assets of an intermediary or estate could 
be framed In Madras and Andhra area there is a further diffi- 
culty arising out of the provision which relates compensation to 
the ryotwari demand to be determined after ryotwari settlements 
have been made m the ex-zamindari estates This has naturally 
taken time Within the above-mentioned limitations, the State 
Governments, it seems, are doing their best to expedite payment 
of compensation It is anticipated that the issue of compensation 
bonds will be completed by the end of the Third Plan period 

In the permanently settled areas and in areas under jagirs 
cadastral surveys had either not been done or had been done many 
decades ago In many cases there was hardly any revenue admmis- 
tration at the village level and annual land records were not being 
maintained In most cases special staff had to be appointed for 
assessment and payment of compensation The task of revenue 
administration is becoming mcreasmgly more onerous and im- 
portant as progress is made in enactment of legislation for tenancy 
reform and ceiling on land holdings 

TENANCY REFORM 

Regulation of Rent 

It was recommended in the First and Second Five-Year Plans 
that rent should not exceed one-fourth or one-fifth of the gross 
produce Legislative measures have been adopted in all States 
for the regulation of rent There are large vanations m the rates 
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of tents fixed in vanous States In Gujarat, Maharashtra and 
Rajasthan, maximum rent has been fixed at one-sixth of the gross 
produce In Assam, Mysore, Delhi, Manipur and Tripura, it 
vanes between one-fourth and one-fifth In Kerala, the maximum 
rent varies between one-fourth and one-half of the gross produce. 
In Orissa and Bihar it is one-fourth of the gross produce In 
Madhya Pradesh, it vanes between 2 to 4 times the land revenue 
according to class of land In the Punjab, it is still one-third of 
the gross produce In Madras, it varies between 33| to 40 per 
cent of the gross produce In Andhra area, Jammu <Sl Kashmir, 
and West Bengal (in case of share-croppers), it is as much as one- 
half of the gross production in some cases Rent regulation 
whether as a share of the produce or m cash or as a multiple of 
land revenue can be effective only in cases where the tenants 
enjoy security of tenure 

Security of Tenure 

Legislation providing for comprehensive tenancy reform has 
been enacted m Assam, Gujarat, Jammu & Kashmir, Kerala, 
Madhya Pradesh, Maharashtra (enacted but not enforced), Mysore, 
Onssa, Punjab, Rajasthan, Uttar Pradesh, West Bengal (except 
share-croppers) and in the Union Territories of Delhi, Himachal 
Pradesh, Manipur and Tripura In Andhra Pradesh, Bihar, 
Madras, and West Bengal (in respect of share-cioppers) compre- 
hensive legislation has yet to be enacted Pending enactment of 
comprehensive legislation, special legislation has been enacted to 
provide for temporary stay of ejectment of tenants in Andhra 
area, Madras and Mysore In Bihar, the present law provides 
that tenants (under-raiyats) who hold land on oral leases cannot 
be evicted except on grounds of non-payment of rent or misuse 
of land Tenants holding lands on wntten leases are not, however, 
protected from ejectment In West Bengal the share-croppers have 
also been provided security of tenure in a limited measure 

In States where comprehensive legislation has been enacted 
or IS on the anvil, the provisions for resumption follow broadly 
three diEEerent patterns, namely, (1) all tenants have been given 
full security of tenure without a right for landowners to resume 
land for personal cultivation, (ii) owners have been given the right 
to resume a limited area for personal cultivation subject, however,. 
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to the condition that a minimum area or a portion of the holding 
IS left with the tenant, and (in) a limit has been placed on the 
extent of land which a landowner may resume but the tenant is 
not entitled to retain a minimum area for cultivation m all cases 
Uttar Pradesh, West Bengal (in respect of under-raiyats) and Delhi 
belong to the first category Gujarat, Kerala, Madhya Pradesh, 
Maharashtra, Mysore, Orissa, Rajasthan, Himachal Pradesh and 
Manipur fall into the second category In Assam and Punjab the 
owner can resume land upto a prescribed limit, but the right to 
resume is subject to the tenant being given alternative land up to 
a prescnbed minimum by Government Jammu & Kashmir, 
Manipur, Tnpura and West Bengal (in respect of share-croppers) 
belong to the third group There are, however, considerable varia- 
tions in the detailed provisions from State to State 

Ownership for Tenants 

It has been suggested in the Second Five-Year Plan that each 
State should have a programme for converting tenants of non- 
resumable lands into owners and putting an end to vestiges of 
tenant-landlord relationship. Progress made in this direction has 
been uneven Legislation has been enacted for bringmg tenants 
into direct relationship with the State in Gujarat, Kerala, Madhya 
Pradesh, Maharashtra, Mysore, Orissa, Rajasthan, Uttar Pradesh, 
West Bengal and in the Umon Territories of Delhi, Himachal 
Pradesh, Mampur and Tripura In West Bengal, the tenants and 
sub-tenants have been brought into direct relationship with the 
State and conferred full ownership nghts The share-croppers 
have not, however, been brought into direct relationship with the 
State nor have they been given an optional right of purchase In 
the former Punjab area, the tenants of non-resumable lands have 
an optional nght of purchase which is further subject to the 
condition that only such tenants of non-resumable lands can 
exercise the nght of purchase as are in continuous possession for 
a minimum penod of six years. In Assam, Bihar, Jammu & 
Kashmir and Madras, there is no provision for brmging the tenants 
into direct relationship with the State or for an optional right of 
purchase except m respect of surplus lands vesting in Govern- 
ment In Andhra Pradesh a Bill is before the State legislature 
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CEILING ON LAND HOLDINGS 

Ceiling on land holdings has two aspects, namely, (i) ceding 
on future acquisition, and (ii) ceilmg on existing holdings Legis- 
lation for ceilng on future acquisition has been enacted in all the 
States The progress made m the enactment and implementation 
of the legislation for ceiling on existing holdings is as follows 

(i) In Jammu & Kashmir, the legislation enacted m 1951 has been 
implemented and about 4 5 lakh acres were taken over by the 
State Government Of this about 2 3 lakh acres have been settled 
with tenants who were in possession of the surplus land The bulk 
of the remaining area has been allotted to displaced persons 

(ii) In the Punjab, legislation was enacted m 1955 and in Pepsu 
area in 1956 Out of 4 2 lakh acres which have been declared 
surplus, 1 5 lakh acres have been utilised for settling tenants and 
landless persons (in) In West Bengal, about 5 24 lakh acres of 
agricultural land have been taken over by Government and leased 
out to share-croppers and landless workers on yearly basis More 
areas will be taken over as progress is made m the implementation 
of the ceiling provisions No estimate of the likely surplus is 
available at present The bulk of it is already in the possession of 
bargadars (iv) In Assam where legislation was enacted in 1957, 
rules have been framed and declarations of surplus holders ob- 
tained which are under scrutiny No surplus land has yet been 
taken over (v) In Uttar Pradesh, 1 4 lakh acres have been declared 
surplus, of which 24,000 acres have been distributed In Maha- 
rashtra, about 90,000 acres held by sugar factories have been 
declared surplus and 35,000 acres have been tak6n over by the 
State Government Pending formation of co-operative farming 
societies, this area is to be managed by the Maharashtra State 
Farming Corporation In Andhra Pradesh 52,000 acres of surplus 
land have been located so far In Gujarat, Madhya Pradesh, 
Bihar, Madras, Delhi, Himachal Pradesh and parts of Tripura, 
legislation has been enacted but further steps for implementation 
have to be taken. In other States, the legislation has yet to be 
enforced. 

Level of Ceiling 

There are considerable variations in the level of ceilmg 
adopted in different States In Assam, Jammu & Kashmir, West 
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Bengal and Manipur, there is one uniform ceibng limit irrespec- 
tive of the class of land, the level of ceiling being fixed at 50 acres, 
22J acres and 25 acres each, respectively In a few States, the 
level of ceiling has been fixed in terms of ordinary acres to take 
account of different classes of lands, for example, at times the 
family holding, i e , 27 to 324 acres in Andhra Pradesh, 20 to 60 
acres in Bihar, 20 to 80 acres (or 25 standard acres) in Onssa, 
19 to 132 acres in Gujarat, 18 to 126 acres in Maharashtra and 15 
to 37| acres in Kerala The level of ceilmg has been fixed at 
25 standard acres in Madhya Pradesh and Tripura, at 27 standard 
acres in Mysore, and at 30 standard acres in Punjab. Rajasthan 
and Delhi The ceiling is related to rental value or land revenue 
assessment in Madras, Uttar Pradesh and Hunachal Pradesh The 
area equivalents of rental value or land revenue are left to be 
detenmned by the Government 

Transfers 

The land reform surveys which have been made under the 
aegis of the Research Programmes Committee of the Plannmg 
Commission have brought out that transfers have taken place on 
a considerable scale with the intention of circumventing ceiling on 
land holding The Second Five-Year Plan emphasised that each 
State should give urgent attention to the effect of malafide trans- 
fers made during the past 2 or 3 years, and consider action needed 
to prevent such transfers in the i mm ediate future Transfers of 
lands which had already taken place, should be reviewed The 
Standmg Committee of the National Development Council also 
recommended at its meetmg held m September, 1957 that ade- 
quate safeguards should be provided for preventing evasion 

In some States, transfers made after the introduction of the 
Bill or the publication of the Bill will be disregarded such as in 
Assam, Kerala, Madras, Maharashtra, Uttar Pradesh and Tnpura 
Transfers will be disregarded with retrospective effect in Gujarat 
with effect from January 15, 1959, former Punjab area from April 
15, 1953; West Bengal from May 5, 1953, (A provision for takmg 
over surplus lands of ryots and under-ryots was included by the 
amendment of 1955), Delhi from February 10, 1959, Himachal 
Pradesh from April 1, 1952, and Manipur from January 15, 1959 
In other States, there is no provision for disregarding transfers 
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xnade before the commencement of the ceiling law for the purpose 
of determining surplus land In Mfysore, transfers can take place 
even after the enactment of legislation In Madhya Pradesh and 
Qassa, the provisions go further and permit owners to transfer 
their surplus land to specified categories of persons within speci- 
fied periods 

The provisions for disregarding transfers will not apply to 
partitions, unless there is a specific provision for regulation of 
partitions The partitions will not have any material effect on 
surplus lands in cases where ceiling applies to the aggregate lands 
held by a family, family being defined to include husband or wife, 
dependent children or grand-children, as even after partition the 
lands will remain within the family and will thus be taken into 
account in determinmg the surplus land of the family 

Compemation for Acquisition of Surplus Lands 

In all States except Jammu & Kashmir, a piovision has been 
made for the payment of compensation for the acquisition of 
surplus lands The provisions in the various Acts regarding com- 
pensation for acqmsition of surplus lands generally follow five 
different patterns (i) The compensation has been fixed as a mul- 
tiple of assessment in Assam (50 times), Gujarat (12 to 200 times), 
Madhya Pradesh (50 to 20 times, on a graded slab basis, the slab 
being related to the rate of land revenue applicable to different 
classes of land), Maharashtra (55 to 390 times the assessment de- 
pending upon the class of land and locality), Rajasthan (30 to 20 
times the rent-rate on slab basis depending upon extent of surplus 
land), Uttar Pradesh (in the case of Bhumidhars, 80 times the 
land revenue or 40 times the hereditary rate whichever is greater, 
plus 20 times the difference between hereditary rate and the land 
revenue; and m the case of Sirdars, 20 times land revenue deter- 
mined at the hereditary rate plus 20 times the difference between 
the hereditary rate and the land revenue) and Himachal Pradesh 
(48 times) (ii) It has been fixed as a multiple of rent as m Pepsu 
where it is between 9 to 12 times the fair rent payable for the 
land on a sliding scale for the first 50 standard acres of surplus 
land (m) It has been fixed as a multiple of income in the Andhra 
Pradesh, 5 to 3 times the gross income on a shdmg scale depending 
on extent of land. In Mysore it is 10 times the net income, m 



218 


THE INDIAN RURAL PROBLEM 


Madras 12 to 9 times the net income on a graded slab basis, in 
West Bengal, 20 to 2 times the net income and in Delhi, Manipur 
and Tripura, 20 times the net income (iv) It is related to the 
market value in Kerala (vaiying between 25 to 60 per cent of the 
market value) and Orissa (full market value) (v) It has been 
provided at specified amounts for different classes of lands as in 
Bihar (the amounts varying between Rs 50 and Rs 900 per acre) 

With regard to payment of purchase price by allottees, the 
amounts payable by them are specified in the law m case of 
Madhya Pradesh, Mysore, Kerala and Orissa In other cases, the 
conditions of allotment and the amount recoverable are left to be 
prescribed in the Rules 

It IS envisaged that during the Thurd Plan, efforts would be 
made to settle about 7 lakh families of landless agricultural 
labourers on about 5 million acres comprising culturable waste 
lands, bhoodan and gramdan lands and surplus lands above the 
ceiling limit The settlements will be made, as far as possible, 
on co-operative basis for joint farming wherever sizable blocks 
of land are available The State Plans include a provision of 
Rs 3 5 crores for schemes of re-settlement Besides, there is also 
a provision of Rs 8 crores among the Central schemes for the 
re-settlement of landless agricultural labourers out of which Rs 1 
crore would be set apart for financial assistance m gramdan 
villages Funds may also be available for schemes of settlement 
out of the provisions for co-operative farming and the takavi 
loans provided by the State Governments 

CONCLUSION 

Although considerable progress has been made in the enact- 
ment of legislation for land reform, it cannot be said that the 
problem has been satisfactorily solved either in terms of providing 
an efficient system of land use and management or in terms of 
evolving a stable social structure in rural areas The objectives 
of land reform, according to the Second Five-Year Plan, are 
‘firstly, to remove such impediments upon agricultural production 
as arise from the character of the agranan structure; and secondly, 
to create conditions for evolving, as speedily as possible, an 
Agrarian economy with high levels of efficiency and productivity ’ 
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The legislative reforms of the last fifteen years have only cleared 
the ground, as it were for the more positive steps which will have 
to be taken to attain the above objectives. Moreover, legislation is 
one thing, implementation of the reforms, another Many obstacles 
arising from the age-old ngidity of the rural social structure come 
in the way of speedy and satisfactory implementation of the new 
legislation In a number of cases the protection given to the 
tenant has not benefited him in practice because of the right of 
resumption given to landlord, the exercise of which has con- 
verted the tenant into an agricultural labourer and the landlord 
into the so-called ‘personal cultivator’ In anticipation of legis- 
lative reforms, large-scale evictions and transfers of land have 
taken place with a view to defeating the provisions of law It is 
possible that the net immediate impact of the spate of land reform 
legislation may have been to reduce productive eflBciency Land 
reform measures should, therefore, be accompanied by appropriate 
steps to increase the productivity of agriculture by promoting 
more efficient methods of cultivation and provision of adequate 
credit and marketing facilities 



Chapter IX 


SIZE OF HOLDINGS AND PATTERN OF 
LAND TENURE* 


Perhaps the most important factor which affects the character 
of farming and the returns from agricultmre is the size of holding 
or the operational unit of cultivation India is predominantly a 
country of small holdings Doubts have been expressed regarding 
the capacity of the thousands of extremely small and fragmented 
holdings to step up productivity There are some authorities who 
believe that “none of the problems of inadequate or dispropor- 
tionate equipment, of backward techmque and efficiency, of under- 
development and wasted labour, of poverty and exploitation can 
be solved as long as the bulk of farming units are small 


SIZE OF HOLDINGS 

The average size of holding for the country as a whole and 
for individual States is shown in Table I On the basis of preli- 
minary results of 1961 Census, the average size of holding for 
India works out to 7 39 acres But according to the 16th Round 
of the National Sample Survey, the size was 6 65 acres in 1959-60 
as against 7 53 acres of the 8th Round in 1953-54 Considerable 
variations in the average size of holding is, however, observed in 
various States Thus the States of Punjab, Rajasthan, Madhya 
Pradesh, Gujarat, Maharashtra and Mysore fallmg more or less in 
the North-Western and South-Western Regions of India, have a 
relatively bigger size of holdings, the average size being 3 to 4 
times that in the States in the Eastern Regions and 5 to 7 times 


* For the preparation of this chapter we have freely drawn upon 
Shri P S Sharma’s paper on “A Study of the Structural and Teuunal 
Aspects of Rural Economy m the Light of 1961 Census,” submitted to 
the All-India Seminar on Population held m March 1964 (unpublished) 
and Shri B R Kalra’s paper on “Regional Variations in Policy regard- 
ing Size of Agricultural Holding,” submitted to the 23rd All-India Agn- 
cultural Economics Conference, held in December 1963 and being pub- 
lished in Indian Journal of Agricultural Economics, Vol XX, No 2, Apnl- 
Jime, 1965 > , r 


1 D R Gadgil Presidential Address, The Indian Journal of Agricul- 
tural Economics, Vol X, No 1, March 1955, p 28 
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that in Kerala which has the lowest operational unit of cultivation 
— 1 83 acres 


Table I 

AVERAGE SIZE OF CULTIVATED HOLDING IN INDIA 

(in acres) 



1961 Census 

National Sample Survey 

State 

Household ope- 
rational holding 
(1960-61) 

16th Round 
Operational 
holding 
(1959-1960) 

8th Round 
Agncultural 
holding 
(1953-54) 

1 

2 

3(a) 

3(b) 

Jammu & Kashmir 

3 84 

3 87 

3 98 

Punjab including Pepsu 

13 78 

1117 

1168 

Rajasthan 

16 01 

13 79 

16 94 

Uttar Pradesh 

5 27 

4 60 

4 83 

Madhya Pradesh f 



12 27 T 

Madhya Bharat < 

10 60 

10 01 

14 23 > 

Vindhya Pradesh 1 



8 72 J 

Bihar 

4 80 

3 99 

414 

Orissa 

519 

461 

5 08 

West Bengal 

410 

3 88 

3 57 

Assam 

4 75 

413 

5 42 

Maharashtra 

12 87 

13 06 ) 

12 62* 

Gujarat 

12 53 

1198 i 

Andhra 

8 04 

6 64 

6 51 

Hyderabad 

— 


1551 

Mysore 

1048 

9 65 

7 98 

Kerala 

1 83 

196 

183** 

Madras 

4 58 

3 89 

4 15 

All-India 

7.39 

6.65 

7.53 


^Bombay and Saurashtra 

**Erstwhile Travancore and Cochin State 

Source Quoted m P "S. Sharma, ‘‘A Study of the Stiuctural and 
Tenurial Aspects of Rural Economy m the Light of 1961 Census,” Op cii 

The compaiison between the N S S data on the size of 
holdings given in the 8th and the 16th Rounds indicates that the 
average size of operational holding has gone down from 7 53 acres 
in 1953-54 to 6 65 acres in 1959-60 The rapid growth of popula- 
tion has resulted in the worsening of the land-labour ratio. During 
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the last decade the population increased by 21 79 per cent and 
the number of cultivators by 40 86 per cent while cultivated area 
increased by only 20 per cent The sub-division of ownership 
holdings through inheritance and transfers generally results in the 
break-up of ownership as well as operational holdings During 
1951-61 the proportion of workers engaged in agriculture to total 
workers increased from 72 15 per cent to 73 13 per cent whereas 
the objective of the Government policy is to reduce the proportion 
of agricultural labour force to 60 per cent of the total by 1975-76 
On the basis of comparative data collected through the 8th and the 
16th Rounds of the N S S , the number of operational holdings 
increased by 45 millions between 1953-54 and 1959-60 although 
no increase in area was reported 

Distribution of Holdings 

The inequality of distribution in land is indicated by the area 
of land comprised in different size-groups The distribution 
pattern of holdings and area is uneven, more so in small-sized 
and large-sized holdings Generally speaking, the proportions of 
households exceed the proportions of area in small-sized holdings 
The reverse tendency has been observed in large- sized holdings 
(Table II) 


Table II 

CUMULATIVE PERCENTAGE DISTRIBUTION OF OPERATIONAL 
HOLDINGS AND OF AREA 


Size-group (acres) 

Number 

Area 

Upto 1 00 

19 42 

1 32 

5 00 

62 96 

18 88 

1000 

n 81 

38 83 

15 00 

89 42 

52 68 

25 00 

95 26 

69 30 

50 00 

98 93 

87 82 

All Sizes lOO 00 

100 00 

100 00 


Source National Sample Survey Sixteenth Round, Repoit No 122 — 
Tables with Notes on Agricultural Holdings in Rural India, Cabinet 
Secretanat, Government of India (1962), quoted in B R Kalra’s paper. 
Op cit 
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While 19 42 per cent of holdings operating one acre or less 
have command over only 1 32 per cent of the total area, 1 07 
per cent of holdings above 50 acres have as much as 12 18 per 
cent of the land under them As many as 62 96 per cent of the 
households — nearly two-thirds — cultivate less than 5 acres and 
the area cultivated by them does not exceed 18 88 pei cent of the 
cultivated area Assuming that a holding of 10 acres and more 
would be generally considered to be economic under the present 
technique of cultivation, as much as 61 17 per cent of the total 
cultivated land was being operated in economic units Thus, 
although about two-thirds of all the households have land less 
than 5 acres, at least two-thirds of the land in rural areas was 
being cultivated in units which could not be characterized as un- 
economic The preponderance of uneconomic farmers would 
naturally mean numerical preponderance of small farms Viewed 
in the context of the total cultivated land, it cannot be said that 
uneconomic farms are a characteristic or a typical feature of 
Indian agriculture The fact that in spite of heavy pressure of 
population on land the bulk of the land continues to be cultivated 
in fair sized units has significance in the understanding of the 
problem of concentration 

The apparent concentration of ownership is a reflection of 
the phenomenon of pressure of population Given the scarcity 
of land and the population pressure, ownership of even a fair 
sized farm by a small percentage of cultivators would leave large 
numbers crowding at the bottom with very little land The crowd- 
ing at the bottom of the agricultural ladder is thus not necessarily 
the consequence of the top few occupying excessive areas If 
ownership or operation of 100 acres or more of land — irrespec- 
tive of Its quality — is considered excessive, no more than 6—7 per 
cent of cultivated area would come under this category, with the 
limit placed at 50 acres, the percentage would be about 12. The 
crux of the matter is that there are far too many persons who in 
the absence of alternative opportunities of gainful employment 
have taken refuge at the bottom of the ladder It is essentially a 
phenomenon of pressure of population and under-development of 
the economy Ceilmgs on land and redistribution would not there- 
fore provide a solution to the problem of “excessive” ownership 
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PATTERN OF OWNERSHIP AND TENANCY 
In the context of extensive land reforms m India it may be 
of interest to study the distribution of ownership and tenancy The 
N S S data of the 8th and the 16th Rounds reveal some interesting 
features in this connection According to the 16th Round, the 
percentage of operated area owned was 87 47 per cent of the total 
cultivated area as against 79 66 per cent at the time of 8th Round 
in 1953-54 Thus there was a net decline m leased-m area from 
20 34 per cent m 1953-54 to 12 53 per cent m 1959-60 The 
decline in leased-in area is almost evenly spread over different size 
classes of operational holdings 

The most significant fact to be noted in regard to tenancy is 
that although the extent of mixed tenancy is sizable, pure 
tenancy is insignificant (Table III) For the country as a whole, 
only 422 per cent of the cultivated land was under pure tenancy 
and only 7 7 per cent of the total rural households were pure 

Table III 


PERCENTAGE DISTRIBUTION OF CULTIVATING HOUSEHOLDS 
AND CULTIVATED AREA BY INTEREST IN LAND 
IN RURAL AREAS, 1960-61 


State * 


Ownership 

Pure Tenancy 

Mixed Ten 

ancy 

a 

h 


a 

h 

a 

h 


1 

2 


3 

4 

5 

6 


7 

Jammu & Kashmir 

58 

21 

53 06 

7 90 

7 05 

33 89 

39 

8^ 

Punjab 

51 

66 

5140 

13 76 

9 77 

3458 

38 

83 

Rajasthan 

88 

96 

8901 

3 87 

2 55 

7 17 

8 

44 

Uttar Pradesh 

89 

53 

91 39 

3 22 

169 

7 25 

6 

92 

Madhya Pradesh 

80 

21 

8009 

5 55 

3 28 

14 24 

16 

63 

Bihar 

67 

82 

67 82 

7 35 

7 35 

24 83 

24 

83 

Onssa 

77 

83 

78 09 

4 89 

2 87 

17 28 

19 

04 

West Bengal 

65 

64 

65 05 

13 34 

1018 

2102 

24 

77 

Assam 

62 

91 

65 37 

15 39 

9 36 

2170 

25 

27 

Gujarat 

86 

54 

86 67 

407 

2 62 

9 39 

1071 

Maharashtia 

78 

49 

77 31 

7 29 

3 84 

14 22 

18 

85 

Andhra Pradesh 

78 

98 

76 68 

6 28 

3 68 

1474 

19 

64 

Mysore 

70 

47 

67 38 

1011 

4 84 

19 42 

27 

78 

Kerala 

54 

90 

42 79 

32 53 

34 72 

12 57 

22 

49 

Madras 

76 

21 

78 08 

10 96 

6 64 

12 83 

15 

28 

All-India* 

76. 

>84 

77.59 

7.70 

4.22 

15.46 

18 

.19 

h = Cultivating households 
a = Cultivated area 

Source 1961 Census Household 
Sharma’s paper, Op cit 

Schedule B-XI, 

quoted 

m P S 


* Inclusive of Union Territories m respect of households but m the 
case of cultivated area it is exclusive of Union Territories 
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tenants The proportion of area under pure tenancy varied 
between 2 55 per cent in Rajasthan to as high as 34 72 per cent 
in Kerala West Bengal had 10 18 per cent of the cultivated area 
under pure tenancy, Punjab 9 77, Assam 9 36, Bihar 7 35, Jammu 
& Kashmir 7 05 and Madras 6 64 The percentage of rural house- 
holds with pure tenancy varied between 3 22 in Uttar Pradesh 
to 32 53 m Kerala In Assam 15 39 per cent of the rural house- 
holds reported to be pure tenants, in Punjab 13 76, m West Bengal 
13 34, in Madras 10 96 and in Mysore 1011 Agam in pure 
tenancy holdings Kerala, Bihar, Madras, Uttar Pradesh and West 
Bengal shared among themselves more than half of the total one 
acre pure tenancy holdings as these States maintain their pre- 
dominant position in small-sized holdings Punjab, Rajasthan and 
Maharashtra have a relatively larger peicentage of large-sized 
pure tenancy holdings 

Mixed tenancy is fairly widespread The percentage of the 
total cultivated area under mixed tenancy varied between 6 92 in 
Uttar Pradesh to 39 89 in Jammu & Kashmir In Punjab, this was 
as high as 38 83, in Mysore 27 78, in Assam 25 27, m Madhya 
Rradesh 24 83, m West Bengal 24 77 and in Kerala 22 49 Punjab 
led the rest of the States with over one-third of the households in 
mixed tenancy, followed by Jammu & Kashmir (33 89), Bihar 
(24 83), Assam (2170), West Bengal (2102) and Mysore (19 42) 
Bihar and Uttar Pradesh have a significant proportion of the total 
one acre mixed tenancy holdings In the subsequent small-sized 
classes, in addition to the above two States, West Bengal and 
Madras also come into the picture In the large-sized mixed 
tenancy holdings Punjab, Madhya Pradesh, Maharashtra. Mysore 
and Andhra Pradesh are having among themselves a significant 
proportion 

Of all the land-owning rural households, 81 35 per cent with 
69.23 per cent of land do not lease out land at all, 16 per cent 
lease out a part of their land and only 2 65 per cent 
lease out all their land amounting to 1 84 per cent of 
the total area owned by all rural households Small as well as 
big landowners lease out land and although the peicentage of 
leasmg out families increases with the increase in the size of 
ownership holdings, the percentage of such families in the group 
owning less than one acre was 9 42 and in the group owning 
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between 2 50-449 acres it was as high as 22 Nearly 70 per 
cent of the total leased out area by rural households* was contri- 
buted by those who owned and operated less than 10 acres and 
out of this 70 per cent, 36 per cent was contributed by those 
households whose per household area owned was one acre- For 
all-India, about half of the leased-in area was contributed by non- 
resident owners Land was leased-in by small as well as large 
operators, but more than 60 per cent of the total leased-in area 
was with those who operated a holding of more than 10 acres 
As much as 18 per cent of the land operated by the group with 
more than 50 acres was taken on lease ^ The above analysis should 
explode the belief firmly held even in the highest quarters of policy 
makers that those who lease-in land (tenants) are necessarily small 
farmers and those who lease out are big absentee land-owning 
rentiers 


SUB-DIVISION AND FRAGMENTATION 

The disadvantages of the small size of holdings from the point 
of view of agricultural developments become aggravated with their 
excessive fragmentation A study by the F A O of the United 
Nations* defines fragmentation as a stage in the evolution of the 
agricultural holdings, in which a single farm consists of numerous 
discrete parcels, often scattered over a wide area This pheno- 
menon occurs in most parts of the world where cultivation is long 
established It is not peculiar to any particular form of land 
tenure It has been usually associated with congestion of rural 
population and laws of inheritance which prescribe distribution of 
property among surviving relatives according to a fixed share 
Other contributory causes in India were (1) the evolution of a 
code of juristic rights in the recent past which emphasised indivi- 
dual rights and ownership, (2) the gradual breaking up of the 
joint family system and insistence on the partition of land, (3) the 
liability of the registered holder to pay the land revenue for the 

2 The National Sample Survey Eighth Round July 1954 — March 
1955, Number 10 — First Report on Land Holdings, Ruial Sector, Cabinet 
Secretariat, Government of India (1958), pp 17-23 

3 The National Sample Survey Eighth Round July 1954 — April 
1955, Number 30 — Report on Land Holdings (2) (Opeiational Holdings 
in Rural India), Cabinet Secretariat, Government of India (1960), pp 20-21 

4 The Consolidation of Fragmented Holdings, Food and Agiiculture 
Organization of the United Nations (1950), p 5 
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piece of land registered in his name, and (4) acquisition of holdings 
by moneylenders in lieu of debt 

The latest available information on the extent of fragmen- 
tation available from the 16th Round of the National Sample 
Survey is given in Table IV 


Table IV 

ESTIMATED NUMBER OF PARCELS AND ITS AVERAGE AREA 
BY SIZE-GROUP OF OPERATIONAL HOLDING 1959-60 

(ALL-INDIA) 


Size-gioup of opeiational 
holding (acres) 

Numbei of par- 
cels pei oper- 
ational holding 

Average area of 
parcels 

0 00 acres 

Less than 0 49 

161 

015 

0 50— 0 99 

2 82 

0 26 

100 — 2 49 

441 

0 38 

2 50— 4 99 

6 30 

0 58 

5 00— 7 49 

7 60 

0 80 

7 50— 9 99 

8 30 

104 

10 00—12 49 

8 47 

1 31 

12 50—14 99 

8 13 

1 62 

15 00—19 99 

8 87 

193 

20 00 — 24 99 

8 66 

2 55 

25 00 — 29 99 

8 50 

3 21 

3000 — 49 99 

9 06 

412 

5000 and above 

9 39 

8 06 

All Sizes 

5 82 

1 14 


Source . National Sample Survey Sixteenth Round, Report No 122 
— Tables with Notes on Agricultural Holdings in Rural India, quoted in 
B R Kdlra’s paper. Op cit 


The common remedial measure suggested for fragmentation 
IS consolidation of holdings which consists of realignment of 
isolated strips of land into a compact block by substitution by 
an exchange of land. 
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CONSOLIDATION OF HOLDINGS^ 

Review of Legislative Measures 

The need for legislative measures for consolidation of the 
fragmented holdings and prevention of further fragmentation was 
felt more than five decades ago in India On the eve of the First 
Five-Year Plan, legislation regarding consolidation of holdmgs 
was in force in the then Bombay State, Punjab, Madhya Pradesh, 
Hyderabad and U P After the commencement of the First Plan, 
consolidation legislation received fresh impetus and Acts were 
passed in the States of Orissa, West Bengal, Rajasthan and 
Himachal Pradesh In Orissa, the Agriculture Act of 1951 and 
in West Bengal the Land Reforms Act of 1955 included provisions 
relating to consohdation of holdmgs In 1953, the UP Consoli- 
dation of Holdings Act was replaced by a fresh Act which was 
further amended by the Consolidation of Holdings Act of 1962 
During the Second Plan period, the Hyderabad Prevention of 
Fragmentation and Consolidation of Holdings Act of 1956 was 
passed and a bill to extend this Act to Andhra Pradesh was moved 
m the Andhra Pradesh Legislative Assembly but it lapsed Con- 
solidation of Holdings Acts were passed in Bihar in 1956 and in 
Mysore and Assam in 1960 Jammu & Kashmir also followed 
with similar legislation in 1962 In the States of Madras and 
Kerala, there is no legislative provision for consolidating frag- 
mented holdmgs. 

'Legislative Provisions 

In the early ’twenties, the legislation was permissive and 
armed at the exchange of plots on a voluntary basis In Punjab, 
co-operative societies registered under the Co-operative Societies 
Act, 1912 were expected to take up consolidation purely on a 
voluntary basis Recognising the ineffectiveness of voluntary mea- 
sures, an element of compulsion was introduced durin'g the 
’thirties. The C P Consolidation of Holdings Act, 1928, the 
Punjab Consohdation of Holdings Act, 1936 and the U P Con- 
solidation of Holdings Act, 1939 fall under this category Under 
these Acts, the scheme of consolidation was made bindmg on all 

5 The subsequent discussion is largely based on the article on “Con- 
solidation of Holdmgs in India — ■ Review of Progress,” published in the 
Reserve Sank of India Bulletin, Vol XVII, No 6, June 1P63, pp 790-803 
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permanent right holders, if not less than one-half of the permanent 
holders holding not less than two-thirds of the occupied area 
agreed to the scheme These three Acts were subsequently re- 
placed by new legislation The Bombay Prevention of Fragmenta- 
tion and Consolidation of Holdings Act of 1947, for the first time, 
empowered the Government to initiate consolidation proceedmgs 
without the necessity of taking prior consent of the cultivators 
concerned The other States in which such comprehensive provi- 
sions are provided in the legislation are Punjab, Pepsu (now 
merged with Punjab), U P , Rajasthan, Hyderabad area of Andhra 
Pradesh, Mysore and Jammu & Kashmir Under the Madhya 
Pradesh Land Revenue Code, 1959, any two or more tenure 
holders in a village, holding together not less than the minimum 
prescribed area may apply for consolidation of their holdings 
Under Section 206 (3) of the Code, if two-thirds of the tenure 
holders m a village apply for consohdation of their holdings, the 
application is deemed to be the application on behalf of all the 
tenure holders of the village Under Section 39 of the West Bengal 
Land Reforms Act, 1955, and under Section 3 of the Assam Act, 
consolidation operations can be initiated only after two-thirds or 
more of the owners of the holdings proposed to be consolidated 
agree to it Thus consolidation laws in Madhya Pradesh, Assam 
and West Bengal do not provide for consolidation at Goveinment’s 
initiative In view of the need to accelerate the pace of progress 
of consolidation of holdings and thereby mcrease efiicient utili- 
sation of land resources, it appears desirable that consolidation 
schemes be initiated by the Government instead of being left 
entirely to the voluntaiy efforts of cultivators 

The definition of consolidation adopted in different States 
falls bioadly in two categories At one extreme are the States like 
Punjab and Uttar Pradesh where consolidation is regarded as an 
aspect of an integrated programme of village development and at 
the other are States like Maharashtra, Gujaiat, Bihar, Madhya 
Pradesh, Onssa, West Bengal and Assam where consohdation 
work confines itself to mere re-groupmg of fragmented holdings to 
form compact holdmgs. The advantages of combinmg consolida- 
tion work with the other measures such as replanning the entire 
village and reserving lands for common purposes as in Punjab, 
are that both the grouping of scattered plots and integrated im- 
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provement of the village are ensured at one stretch However, this 
course has its own difficulties- As observed by the Hyderabad 
Land Commission on Consolidation of Holdings (1955), “though 
much attractive and, therefore, desirable, this involves huge ex- 
penditure m the de novo survey of the entire village and creates 
considerable complications in deducting the area required for the 
common purposes from every holder and settlement of compen- 
sation for It 

Legislation of this type can be effective only if public support 
IS forthcoming in a large measure It is, therefore, necessary to 
create a favourable public opinion In this context, the signifi- 
cance of a village advisory committee cannot be over-emphasised 
Except West Bengal, in all other States there is provision for set- 
ting up an advisory committee or consultation with village pancha- 
yat The village committees have to advise generally on all 
matters concerning consolidation and in particular, to help in the 
appointment of guardians of minors, etc, and to assist in the 
classification and valuation of fields, in the preparation of the 
consolidation scheme and in the formation of new holdings to be 
allotted to individuals Though these committees are advisory in 
character, their advice is generally accepted 

After the constitution of village advisory committee, consoli- 
dation operations begin with certain preliminary steps Most im- 
portant of these steps is the correction of records and preparation 
of preliminary statements The Acts of Uttar Pradesh, Bihar, 
Jammu & Kashmir and Himachal Pradesh specifically provide for 
revision and correction of records of rights and maps The correc- 
tions made in the maps and records are to be brought to the notice 
of villagers and finalised in consultation with them This step of 
consolidation procedure takes considerable time with consequent 
delay in actual consolidation work Hence, the Planning Com- 
mission has suggested that the regions which get priority for con- 
solidation may be divided mto three areas, namely, (1) region 
where consolidation can be taken up, (2) regions which will 
come under consolidation next but where the preliminary steps 
mentioned above will be taken up simultaneously and (3) remain- 
ing areas where consolidation will follow later on The Com^ 
mission has further suggested that the revenue staff from region 
(3) which will be substituted by new staff could be utilised for ex- 
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peditmg work in region (1) and normal revenue staff in region (2) 
should bring the records up-to-date by the time consolidation is 
initiated there 

After the records are brought up-to-date, the Consolidation 
Officer prepares a draft scheme of consohdation In Punjab, 
however, befoie preparation of the draft scheme, one more step 
called ‘rectangulation’ is involved Irregular fields of odd 
shape aie replaced by rectangular fields of approximately one 
acre size The object of rectangulation is to facihtate the par- 
tition of land in consolidation proceedings and also to provide 
right holders with fields of convenient size for irrigation and 
cultivation With straight-water course and even shaped fields, 
there is much greater convenience and much less waste in the 
use of water There are also other advantages such as elimi- 
nation of boundary disputes, better farm management, etc How- 
ever, rectangulation is done in Punjab only In other States, 
the shape of existing fields is not altered and individual blocks 
are formed either by amalgamating them or, where necessary, 
by partitioning them Although the process of rectangulation 
is costly and time consuming, its advantages far outweigh the 
cost and efforts involved 

The next step m some States is preparation of a consoli- 
dation scheme by a Consohdation Officer and its pubhcation 
inviting objections from affected persons In Uttar Pradesh and 
Jammu & Kashmir, however, the preparation of a statement of 
principles precedes the preparation of a statement of proposals, 
ie, consolidation scheme proper If no objections are received, 
the scheme is confirmed In case objections are received, the 
Consolidation Officer considers the objections and submits a re- 
vised scheme to the Settlement Commissioner who is empowered 
to consider the objections and confirm the scheme. In most 
of the States the Settlement Commissioner as empowered to 
confirm the scheme In Gujarat, Maharashtra and Mysore, 
however, every time the scheme is amended, it has to be publi- 
shed and the power of confirmation, when objections continue, 
lies with the Government This procedure is likely to result m 
delays m implementing the scheme. 

Since consolidation involves planned and systematic ex- 
change of land, new and compact blocks being given in place 
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of the previous scattered plots held by the individual cultivator, 
proper valuation of land is very important Plots of land vary 
greatly in texture and quality of soil, facilities of irrigation, 
productivity, distance from the village and other advantages. 
Hence it is essential to have a method of valuation by which 
different classes of land can be reduced to a comparable basis. 
The method should be as objective as possible to reduce the 
chances of error by individual judgement, caprice or dishonesty 
and should be simple so that the villagers can understand it 
without much diflBculty This minimises the chances of discon- 
tent and disputes The methods of valuation used in different 
States fall into the following three categones (1) valuation on 
the basis of rental value (assessment), (2) valuation on the basis 
of market value and (3) valuation on the basis of productivity 
For example, the first method is used in Uttar Pradesh, the 
second in Maharashtra and Gujarat and the third in Punjab, 
Madhya Pradesh, Delhi and Himachal Pradesh Legislation in 
all the States provides for payment of compensation to the owner 
who is allotted a holding of less value than that of his original 
holdmg 

Prevention of Fragmentation 

While it IS necessary to consohdate the scattered holdings 
into compact blocks, it is as, and even more, essential to make 
statutory provisions for preventing the recurrence of fragmenta- 
tion in future. As the forces that lead to fragmentation are 
constantly at work, some steps are necessary to prevent further 
detenoration of the situation Fragmentation has three aspects 
(1) diminution in the size of a holding, (2) scattering of a holding 
into widely separated plots and (3) diminution in the size of any 
plot comprised in a holdmg to such an extent that it is unprofi- 
table to cultivate it Diminution in the size of a holding gene- 
rally results from partitions consequent upon inheritance, trans- 
fer by sale, mortgage, gift or lease It frequently happens that 
during partitions, not only the total holding is sub-divided into 
smaller umts but even individual plots get sub-divided into frag- 
ments due to an anxiety on the part of the co-sharers to get a 
share of each class of land Similarly, unregulated transfers 
also result at times m tiny plots Legislation, therefore, gene- 
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rally tries to prevent such fragmentation by regulating partitions, 
transfers and leases 

As a first step towards prevention of fragmentation, the Acts 
in different States authorise the State Governments to determine 
a standard area The standard area is a plot of minimum area 
which can be cultivated profitably After determinmg the 
‘standard area’, all plots of land which are smaller than ‘stan- 
dard area’ are declared fragments and entered m the village re- 
cords Various restnctions are put on the transfer, partition and 
lease of holdings which are of standard size as well as those 
which are fragments Plovision is also made to transfer a 
fragment to the contiguous holder or cultivator with a view to 
merging it with the adjoining holding The transactions in con- 
travention of the provisions are declared void In some States, 
there is also a provision for the imposition of a fine In all the 
States except Madras, Kerala, Jammu & Kashmir and Himachal 
Pradesh, legislative provisions exist for prevention of fragmen- 
tation ® Evils of fragmentation are sought to be controlled 
through necessary provisions in the Consolidation Acts in 
Assam, Bihar, Gujarat, Rajasthan and Telangana area of Andhra 
Pradesh, while in Uttar Pradesh and West Bengal it is done 
under Land Reforms Act In Madhya Pradesh, the Land Re- 
venue Code contains the necessary provisions In Assam, the 
provisions for prevention of fragmentation apply only after land 
IS consolidated, in areas where consolidation operations have not 
been initiated, there is no check on further fragmentation 

Cost of Consolidation 

As in the case of other schemes, an important question with 
regard to consolidation is the cost of operation and the ways of 
meeting it In Punjab, where consolidation schemes are inte- 
grated with other schemes, such as the settmg a part of 
land for village roads, drainage, irrigation works, schools, pan- 
chayat, etc, lands required for these purposes are obtained in 
the form of proportionate contributions by cultivators and no 
compensation has to be paid. Labour for construction of vil- 
lage roads, tanks, etc, is also contributed voluntarily by the vil- 

6 Vide Progress of Land Reform, Planning Commission, Government 
of India (1963), pp 26-29 and 92-98 
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lagers themselves and no cash payments are required Similarly, 
exchange of land is accompanied where other adjustments are 
not possible, by cash payments wherever value of lands exchanged 
differs These payments also do not form part of cost of con- 
solidation The cost of consolidation thus includes only the 
cost incurred on the special staff and contingencies for resurvey 
and measuiements wherever necessary and for the actual work 
of consolidation itself 

For inter-State comparison of cost of consolidation, we may 
examine the cost per acre of land consolidated Data given in 
Table V show that these costs varied from State to State 

Table V 

COST OF CONSOLIDATION 


Expenditure Incurred per Acie m Rs 


State/Union Total Expendi- Pnoi to At the end During 

Territory ture incurred Second Plan of the Sec- 1961-62 

up to the end period, le ^ ond Plan 
of 1961-62 since inception (1960-61) 
upto 

(Rs in lakhs) 31-3-1956 


Andhra Pradesh 

15 8 


3 53 

3 41 

Bihar 

N A 


15 90 

23 15 

Gujarat 

47 0 

7 03 

6 24 

5 42 

Madhya Pradesh 

321 

0 52 

2 56 

3 47 

Maharashtra 

891 

6 95 

5 68 

2 44 

Mysore 

16 5 

4 20 

185 

160 

Punjab 

672 4 

5 46 

3 66 

4 76 

Rajasthan 

54 4 

— 

3 00 

180 

Uttar Pradesh 

972 2 

40 66 

14 25 

961 

Delhi 

NA 

0 59 

NA 

NA 

Himachal Pradesh 

15 6 

15 25 

8 08 

9 00 

Total 

1,915 1 





Source Reserve Bank of India Bulletin, Vol XVII, No 6, June 1963 


As may be seen from Table V, the cost during 1961-62 was 
the highest in Bihar at Rs 23 15 per acre, and it was the lowest 
in Mysore at Rs 1 60 per acre In almost all the States, cost of 
consolidation per acre witnessed a declining trend As more ex- 
perience IS obtained and the programme gets momentum, the cost 
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tends to fall Differences in the cost per acre between different 
States are due to differences m efficiency and economy in the 
arrangements made and differences in local conditions and items 
of work taken up in consolidation As regards the source of fin- 
ance for meeting the expenses of consolidation, in Maharashtra, 
Gujarat and parts of Mysore where the Bombay Act is applicable 
the costs of consolidation are entirely met by the State Govern- 
ment In all the other States, the costs are realised from the 
land holders as arrears of land revenue 

Progress of Consolidation 

As observed earlier, legislation to provide for consolidation 
of holdings has been passed in thirteen States and two Union Ter- 
ritories However, the scheme has not been implemented so far 
m Assam, Jammu & Kashmir, Orissa and West Bengal The 
progress of consolidation in the remaining States is as shown in 
Table VI 


Table VI 

PROGRESS OF CONSOLIDATION OF LAND HOLDINGS (SINCE 
INCEPTION OF THE SCHEME TILL 31-3-1962) 


(in lalch acres) 


State /Union 
Territoi y 

At the end 
of the Fust 
Five-Year 
Plan (1955- 
56) 

At the end 
of the Sec- 
ond Five- 
Year Plan 
(1960-61) 

During 

1961-62 

Total 
(Cols 2 
and 3) 

Andhra Piadesh 

— 

3 12 

141 

4 53 

Bihai 

— 

0 60 

0 20 

0 80 

Guiarat 

2 61 

6 48 

121 

7 69 

Madhya Pradesh 

29 27 

38 20 

2 66 

40 86 

Maharashtra 

4 32 

13 20 

6 29 

19 40 

Mysore 

2 74 

9 95 

1 97 

11 92 

Punjab 

61 80 

147 28 

27 87 

175 15 

Rajasthan 

— 

18 73 

7 42 

26 15 

Uttar Pradesh 

189 

53 94 

21 20 

75 14 

Delhi 

2 02 

2 04 

— 

204 

Himachal Pradesh 0 04 

126 

006 

1 32 

Total 

104 69 

294 80 

70 29 

365 09 


Souice Department of Agriculture, Ministry of Food and Agricul- 
ture, Government of India, quoted in the Reserve Bank of India Bulletin, 
June 1963 
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Up to the end of the First Plan period only 10 5 million 
acres of land were consolidated and out of these more than one- 
half was accounted for by the Punjab and about one-fourth by 
Madhya Pradesh During the Second Plan period, rapid progress 
was recorded and the total area of land consolidated nearly tre- 
bled During the first two years of the Third Plan, about 14 6 
milhon acres have been consolidated and at the end of 1962-63, 
consolidation work was in progress over nearly 8 million acres 
It is expected that the Third Plan target of 31 million acres^ will 
be reached Progress in consolidation up to 1961-62 was espe- 
cially marked m Gujarat, Mhharashtra, Mysore, Punjab, Rajasthan 
and Uttar Pradesh In all these States, the area consoli- 
dated increased between three to four times of that consolidated 
till the end of the First Five-Year Plan In Andhra Pradesh, 
Madhya Pradesh and Himachal Pradesh also substantial progress 
was recorded In Bihar, however, the progress was poor 

Even though the attention paid to consohdation operations is 
increasing in recent years, more intensive efforts are required to 
solve the problem of fragmented holdings A broad idea of the 
magnitude of the problem can be had from comparison of the 
aiea consolidated till 1961-62 with the net area sown in each 
State, as shown m Table VH 

Despite certain liimtations m this type of comparison, the 
data in Table VII clearly show that it was only in Punjab that 
almost the entire sown area has been consolidated In Uttar 
Piadesh, about one-fifth of sown area and in Madhya Pradesh 
and Rajasthan about one-tenth each has been consolidated In 
other words, the problem of consolidation is still of a large ma- 
gnitude m almost all the States except Punjab 

Thus the progress of consolidation of holdings has been un- 
even among the different States In fact, there are still two States, 
namely, Madras and Kerala where legislation for consolidation 
and prevention of fragmentation has not been enacted In some 
States, namely, Assam, Jammu & Kashmir, Orissa and West Ben- 


mentIo2ra%3), p‘ mi™ Commission, Govern- 
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Table VII 

EXTENT OF AREA CONSOLIDATED 

(’OOO acres) 


State 

Net area 
sown 
(1958-59) 

Area Consoli- 
dated 
(1961-62) 

Percentage 
of column 
(2) to (1) 

1 

2 

3 

Andhra Pradesh 

27,210 

453 

17 

Bihai 

16,967 

80 

05 

Mahdrashtra-Gujai at 

67,982 

2,718 

40 

Jammu & Kashmir 

1,596 

— 

— 

Kerala 

4,578 

■— 

— 

Madhya Pradesh 

39,094 

4,086 

105 

Madras 

14,323 

— • 

— 

Mysore 

25,289 

1,192 

47 

Punjab 

18,494 

17,515 

94 7 

Rajasthan 

31,052 

2,615 

84 

Uttar Pradesh 

42,142 

7,514 

178 

West Bengal 

12,942 

— 

— 

Assam* 

5,110 

— 

— 

Orissa** 

13,873 

— 

— 


* Data relate to 1953-54 
** Data relate to 1955-56 

Sowce Economic Survey of Indian Agriculture 1960-61, Direc- 
torate of Economics and Statistics, Ministry of Food and Agriculture, 
Government of India (1962) 

gal though the necessary legislation has been enacted, the scheme 
has not so far been taken up for implementation Then again, 
there are a few States such as Bihar where, although the scheme 
has been implemented, the progress is poor In view of the ob- 
jectives set forth by the Working Group on Consolidation of 
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Holdings to bring under consolidation during the course of the 
next fifteen years beginning with 1961-62, all areas where frag- 
mentation piesents a serious pioblem it is necessary to expedite 
the progress It is already laid down in the Third Plan that about 
31 million acres would be consolidated during the course of the 
Plan period The prospects of achieving this target seem to be 
bright since nearly 14 6 million acres or nearly half of the target 
was achieved in the first two yeais of the Plan At the same time, 
it may be noted that the bulk of this achievement was recorded 
in Punjab and U P , which indicates the need for speedy imple- 
mentation of the scheme in other States 
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COMMUNITY DEVELOPMENT AND PANCHAYATI RAJ 

COMMUNITY DEVELOPMENT 
Concept and Approach 

No programme of economic development in India can have 
deep roots unless it reaches the villages where the mass of the 
population lives Community Development and Rural Extension 
are designed to carry the message of development to the villages 
and to make them active participants in the tasks of develop- 
ment Only by creating an active enthusiasm for development 
among the people can continuing and accelerating growth on a 
democratic basis be ensured The First Five-Year Plan stated 
“Community Development is the method and Rural Extension is 
the agency through which the Five-Year Plan seeks to initiate a 
process of transformation of the social and economic life of the 
villages” The programme which was initiated in 1952, had four 
basic aims (a) creation of a progressive outlook among the rural 
population, (b) inculcating habits of co-operative action, (c) secur- 
ing increased production and (d) promoting increased employ- 
ment^ It sought to combine in itself the welfare and the deve- 
lopmental aspects of economic change Active participation of 
the people, with the advice given by governmental agencies, is 
the very foundation of Community Development While the 
National Extension Service is concerned mainly with “interesting 
the cultivator in ways of improving the techniques and organisa- 
tion of farming and helping him to adopt these, Community 
Development aims at a broad-based and co-ordinated development 
of all aspects of village life including rural industries and social 
services like education and health and the development of trans- 
port and communications 

1 Progiamme Evaluation Organisation Evaluation Report on the 
First Year’s Woiking of Community Piojects, Planning Commission, 
Government of India (1954), p 45 

2 Ihd. p 23 
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Eailier Attempts 

The basic idea underlying intensive development aimed at 
securing co-ordinated development of rural life as a whole in 
India is not new As early as 1928, the Royal Commission on 
Agriculture stressed that no lasting improvement in rural life is 
possible if its different aspects are treated in isolation ^ 

Examples of non-ofhcial efforts at rural reconstruction are 
found m Mahatma Gandhi’s Wardha Scheme of Education, Poet 
Rabindranath Tagore’s rural reconstruction scheme in Srimketan, 
the rural reconstruction centre in the former Baroda State, the 
Sevagram Ashram in Madhya Pradesh, the Firka Development 
Scheme in Madras, the Sarvodaya Centres m Bombay and in 
Etawah and Gorakhpur m Uttar Pradesh, Spencer Hatch’s scheme 
at Martandum (Trivandrum), the work by various Christian Mis- 
sions, etc However, rural reconstruction activities before the 
attainment of Independence were limited in scope and coverage in 
spite of Tagore’s emphasis on, and Snmketan’s attempt to deve- 
lop a total programme Moreover, rural reconstruction activity 
among the villagers themselves did not come into prominence in 
the official efforts The average cultivator was not brought acti- 
vely into a co-operative effort at improvement, the departments 
concerned failed to organise the rural people themselves for a 
collective endeavour The poor response to the “grow more 
food” campaign illustrated the weakness of the organisation If 
there had been peasants’ organisations, associations and cham- 
bers to inspire their confidence and claim their loyalty, the results 
would undoubtedly have been better 

Government’s efforts to bring about improvement in rural 
areas were directed through several Development Departments 
such as Agriculture, Co-operation, Health, Education, etc These, 
however, worked independently of one another and without a 
sense of common objective The Grow More Food Enquiry 
Committee (1952), after a careful review of efforts towards im- 
provement of the rural life of the villagers, came to the conclu- 
sion that agricultural improvement is an integral part of the 
wider problem of raising the level of rural life The economic 

3 Repoit of the Royal Commission on Indian Agriculture (1928), 
pp 672-73 
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aspects of village life cannot be detached from the broader social 
aspects, and agricultural improvement is inextricably linked up 
with a whole set of social problems The Committee, therefore, 
recommended a scheme of development of village life covering all 
aspects and the orgamsation of a National Extension Movement 
covering the entire country within a period of 7 or 8 years ^ This 
scheme was incorporated in the First Five-Year Plan of the na- 
tion, which stressed community development as a distinctive ap- 
proach to these problems For the first time, a centralised and 
co-ordinated policy was formulated m the Community Develop- 
ment Project and National Extension Service 

Basic Principles 

The movement lays stress on the following basic principles 
(i) In areas of intensive effort, developmental agencies of the Gov- 
ernment should work together as a team in programmes which 
are planned and co-ordinated m advance The activities com- 
prised within the community development and national extension 
programme should be regarded as an integral part of a programme 
for improving all aspects of rural life (ii) There has to be a 
co-oidinated approach to the villager, comprehending his whole 
life, through a common agent, viz, the village level worker 
(ill) While the official machinery would guide and assist the motive 
force for improvement should come from the people themselves, 
the State assisting also with supplies, services and credit 
(iv) The vast unutilised energy in the countryside should be har- 
nessed for constructive work, every family devoting its time not 
only to Its own programmes but also to programmes for the benefit 
of the community (v) Programmes should be pursued intensively 
to gain the best results Practically every agriculturist family should 
make its own contribution through a village organisation (vi) The 
approach to the villager should be in terms of his own experience 
and problems, conceived on the pattern of simplicity, avoiding 
elaborate techniques and equipment, until he is ready for them 
(vii) There should be a dominant purpose round which the enthu- 
siasm of the people could be aroused and sustained The aim 
should be to create in the rural population a burning desire for 
a higher standard of living — the will to live better (viii) The 

4 Report of the Grow More Food Enquiry Committee, Government 
of India (1952), Conclusions and Recommendations, pp 6-28 and 68-71 
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co-operative principle should be applied in its infinitely varying 
forms for solving all problems of rural life ® 

In brief, the movement seeks to bring about a change of out- 
look in the following three directions (i) increased employment 
and increased production by the application of scientific 
methods of agriculture, animal husbandry, etc, and the esta- 
blishment of subsidiary and cottage industries, (ii) self-help and 
self-reliance and the largest possible extension of the principle of 
co-operation, and (in) the need for community effort for building 
up community assets such as roads, tanks, schools, health centres, 
etc® 

The actual programme of work drawn up in furtherance of 
this movement has naturally undergone changes from time to time, 
specially in regard to approach, duration and the amount and 
structure of the budget Broadly, the patteins so far evolved in 
these respects have been of three types the community projects 
— the initial pattern, the NES which soon replaced it, and, 
finally the pattern emerging after the report of the Balvantrai 
Mehta Team with its emphasis on integrated approach and Pmcha- 
yati Ra] A brief account of the mam features of these pro- 
gramme patterns is given here 

A separate section has been devoted to Fanchayati Raj as it 
seeks to bring about far-reaching changes in the administrative 
system and methods of implementing the developmental pro- 
grammes 


COMMUNITY PROJECTS 

The programme was inaugurated on October 2, 1952 in 55 
projects comprising 27,388 villages having a population of 16 7 
million Each Project Area was divided into 3 Development 
Blocks, a block consisting of about 100 villages and a population 
of about 60,000 to 70,000 spread over an area of 150-170 sq miles 
Each development block was to have a minimum administrative 
set-up consisting of the block development officer, extension offi- 
cers for agriculture, animal husbandry and co-operation, two 

5 Repoit on the First Five-Yeai Plan (1952), pp 223-24, and V T 
Knshnamachari Community Development m India (1958), p 15 

6 Community Development in India, Op cit , pp 18-19 
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social education organisers, an overseer with public health bias, 
10 village level workers and some ancillary staff The mam lines 
of activity in a project are briefly divided into agriculture and 
related activities, irrigation, communications, education, health; 
supplementary employment, housing, training and social welfare 

The cost of a basic type of rural community project was esti- 
mated at Rs 65 lakhs for a period of three years In order to 
enable expansion of the programme in future, the Central Com- 
mittee decided that the cost should not exceed Rs 45 lakhs per 
project The cost is shared between the Centre and the States m 
the proportion of 75 25 in respect of non-recurrmg expenditure 
and 50 50 in respect of recurring expenditure After a period of 
three years, the Community Project areas are intended to become 
Development Blocks and the State Governments are expected to 
bear all the expenses of the development blocks after the third year 
In the case of a national extension service block, the schematic 
budget was based on the outlay of Rs 4 5 lakhs in three years, 
m addition to Rs 3 lakhs as short term loans 

NATIONAL EXTENSION SERVICE 

There have been four stages in the spread of the National 
Extension Service as originally conceived They are (i) the pre- 
extension stage During this stage, local development programmes 
mcludmg those of local boards are organised to prepare the people 
for the NES These programmes are prepared in consultation 
With the people, who make a contribution in the form of labour 
and/or money This is the stage of preparation (ii) The second 
stage IS when the N E S is introduced in an area which is assisted 
by the Central Goveinment on a permanent basis fni) The blocks 
m which successful results have been achieved with maximum 
popular co-operation are selected for intensive development for a 
period of three years (iv) After this, the areas revert to the per- 
manent NES stage A programme was drawn up for starting 
1 200 blocks during the First Plan period, 300 under the Commu- 
nity Project Scheme and 900 under the NES, covering 120,000 
villages and 75 million people or nearly one-fourth of the popula- 
tion withm the operation of the extension service 



244 


THE INDIAN RURAL PROBLEM 


Integrated Block Pattern 

With a view to examining cntically the working of the pro- 
gramme and Its relationship with the wider aspects of development 
and administration, a Study Team led by Shri Balvantrai Mehta 
was appointed by the Committee on Plan Projects in 1957 The 
Team recommended the abolition of the distmction between the 
N E S , Intensive Development and Post-Intensive Development 
and its substitution by Stage I Blocks with a life of six years, 
to be followed by a Stage 11 period (post-intensive) of six years 
It also recommended that the original budget ceiling of Rs 15 
lakhs should be restored and in the second phase, the budget 
ceiling should be Rs 5 5 lakhs In view of limited financial re- 
sources, shortage of technical personnel and of supervisory staff, 
the decision to cover the whole country with development blocks 
by 1961 should be revised and the date extended by at least three 
years 

These recommendations of the Study Team were accepted by 
the Government of India with some modifications In regard to 
the pattern of the programme, it was decided to have only two 
stages Stage I is the intensive development phase wherein people’s 
participation would be promoted and the Panchayats would be 
intimately associated with the formulation of plans for the res- 
pective areas The growth and functioning of self-reliant rural 
communities would depend upon the degree of success attained in 
the first stage In the second stage which is the post-intensive 
phase, the operation of the method of Commumty Development 
would be intensified in its fuller amplitude, the emphasis is more 
on community development than on development programmes 
But each stage would be of five years’ duration, in order to main- 
tain the urgency and dynamism of the programme The period 
of operation of Stage I would, however, be extended by one year 
in specific cases in case of necessity 

As regards financial allotment, having regard to past ex- 
perience of the rate of expenditure, it was decided that the 
schematic budget for a block should be Rs. 12 lakhs for Stage 1 
and Rs 5 lakhs for Stage II Under the revised programme 
pattern, the programme in the post-intensive development blocks 
would, from the beginning, be entrusted to statutory bodies at the 
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block or district level In order to maintain the tempo of progress 
as also to achieve progressively increased development m the 
areas, at the post-intensive stage, development departments would 
be required to make increased block-wise allotment of funds m 
their charge In regard to the rephasmg of the expansion pro- 
gramme, the National Development Council decided that the pro- 
gramme should be staggered so as to cover the entire country by 
October, 1963 The Council also agreed to the introduction of a 
pre-extension stage for the programme with the intention of con- 
certed effort on agriculture for one year 

The revised pattern of community development programme 
came into operation m April, 1959 A shift in emphasis has thus 
taken place so as to develop local leadership capable of assuming 
greater responsibility for development In the formulation of the 
programme and the budget estimates for each block, the objectives 
are (i) In every block, from the very beginning, the block and 
village organisations would be basic umts for formulating and 
carrymg out different programmes, (ii) The Village Panchayat, the 
Village Co-operative and the Village School as also a statutory 
body at the block or district level are the foundations for the block 
development programmes Full responsibility for planning and 
implementing the piogramme should be transferred to them. 
These mstitutions should be established in the course of two or 
three years and should begin to function well before the end of 
the first stage, (iii) The programmes and activities of agencies in- 
cluded in the schematic budget as well as of departmental agen- 
cies which may not form part of the schematic budget, should be 
fully integrated into the block development plan, (iv) As far as 
possible, those provisions should be included in the schematic 
budget which are intended to attract local community participation 
in labour, money and other ways' 

The Training Programme 

To implement a programme of this magnitude, great impor- 
tance should be attached to the traimng of workers — official and 
non-official It had been estimated that m the Second Plan period, 
technical personnel numbering 96,500 would be required m various 

7 Community Development m India, Op at , Appendix III, pp 
153-154 
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categoiies such as project executive officers, block level extension 
officers, sanitary inspectors, lady health visitors, midwives, over- 
seers, etc Great stress is laid on the training of staff A study 
on the working of Community Centres undertaken by the Pro- 
gramme Evaluation Organisation in 1957 in 20 selected blocks 
from the States of Assam, Bihar, Bombay, Kerala, Madras and 
Uttar Pradesh indicated that 25 per cent of the Block Develop- 
ment Officers, 32 per cent of agricultural officers, 22 per cent of 
the social education officers were untrained 

The traming programme has witnessed an all-round improve- 
ment dunng the Second Five-Year Plan period. Traming facili- 
ties have been both expanded and improved The main im- 
provement in the traimng of the village level workers was the 
introduction of an integrated course of agriculture and extension 
running for 2 years A Central Institute of Study and Research 
on Commumty Development was established at Mussoorie m 
1958 for providmg facilities for study m CD and allied subjects 
to M Ps , M L As , and to top-level administrators This Institute 
has been recently shifted to Hyderabad To provide training to 
the trainers in training centres, eg, principals, directors and in- 
structors, a trainer’s traimng institute has been set up for im- 
parting training in teaching techniques, use of audio-visual aid, 
gioup discussions, the period of course being three months 

ACHIEVEMENTS AND RESULTS 

Coverage 

The programme was initiated in October, 1952 By the end 
of 1955-56, out of 1,160 blocks allotted, 988 covering 1,40,000 
villages and a population of 77 5 miUion had started working As 
part of the programme approved for the First Plan, 172 additional 
blocks comprising 17,200 villages and a population of 11 3 milhon 
were taken up in April 1956 Thus, one out of every three villages 
m India was covered by the programme 

It was decided that during the Second Five-Year Plan the 
entire country should be covered with N E S To fulfil this target, 
3,800 NES Blocks were to be started during this period and 
1,120 out of them were to be converted into CD Blocks In 
view of the amount allocated in the Second Plan for this pro- 
gramme, the estimated ceiling of expenditure for a three-year 
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period was later reduced from Rs 15 lakhs to Rs 12 lakhs on 
a C D Block and from Rs 4 5 lakhs to Rs 4 lakhs on a N E S 
Block The Government of India agreed to continue to meet 
fifty per cent of the recurring expenditure on personnel to be re- 
tained on the N E S staffing pattern m Blocks which will have 
completed their scheduled period of operation In order to assist 
the keeping up of the tempo of work in the Projects /Blocks which 
revert to the post-intensive phase, an expenditure of Rs 30,000 
per annum per block was provided for a period of three years for 
programmes relating to local works and social education 

By the end of the Second Plan, 3,137 blocks had been started 
covering 374 thousand villages and about 203 million of the popu- 
lation (excluding towns with a population of one lakh and more) 
or 66 per cent and 61 per cent of the villages and population 
respectively as against 29 per cent and 27 per cent respectively at 
the beginning of the Second Plan In order to cover the entire 
rural area with development blocks, the country has been de- 
limited into 5,223 blocks. Another 2,051 blocks have been allotted 
so far during the Third Plan period, making a total of 5,188 The 
remaining 35 was to be allotted by October 1963 

An outlay of Rs 96 5 crores was provided m the First Plan 
Government expenditure came to Rs 46 2 crores during this period 
or about 48 per cent of the outlay During the Second Five-Year 
Plan, an outlay of Rs 201 3 crores was provided and Government 
expenditure came to about Rs 189 crores ® The Third Five-Year 
Plan has provided for an outlay of Rs 305 3 crores in addition to 
Rs 28 8 crores for panchayats 

Physical Achievements 

As regards physical achievements, statistical data do not 
thiow much sigmficant hght on certain crucial aspects of rural 
economy and life For instance, m the field of agriculture, only 
absolute figures of quantities of seeds, fertilizers, pesticides, etc, 
distributed are given These do not yield any meaningful con- 
clusions Thus, an increase in the quantity of seeds distributed 
would give no precise measure regarding the change in the area 
brought under improved seeds unless we know about the quantity 


8 Kurukshetra, October 1962, p 101 
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of improved seeds used by farmers from their own stocks, the 
quantity obtained from other sources, such as local traders, other 
cultivators and registered growers and the quantity used for con- 
sumption purposes ® Similarly, for proper evaluation of the efforts 
of extension, we should know about the area manured, intensity of 
manurmg, crops manured, area benefited from improved methods 
of cultivation Either the data supplied in regard to these aspects 
are limited and unreliable or in some case no data are available. 

According to the Seventh Evaluation Report,^® based on re- 
ports from 18 blocks, improved agricultural practices were spread- 
ing very slowly Shortage of supplies, of seeds and fertihzers and 
delay in their availability were pointed out to be some of the 
impediments The extension methods left much to be desired in 
their effectiveness Demonstration continued to be the mam tech- 
nique and individual contacts were generally not being made. The 
achievements in other fields were none too gratifying 

The Programme Evaluation Organisation has brought out 
reports on some vital rural programmes during the last 3 years, 
eg y the multiplication and distribution programme for improved 
seeds, problems of minor irrigation, the soil conservation pro- 
gramme and case studies of pilot projects for the utilisation of 
rural manpower These reports show that the initial bottlenecks 
and weaknesses, eg, lack of co-ordmation between different de- 
partments, deficiencies in the technical guidance, weaknesses in 
the extension methods and the distnbution system still persist in 
varying degrees and the impact is uneven 

CO-ORDINATION OF DEVELOPMENTAL ADMINISTRATION 

The problem of co-ordination of developmental administration 
at the district, block and village levels has assumed great signi- 
ficance with the acceptance of the Welfare State as the goal and 
especially in the community development programme There are 
two problems at each administrative level Firstly, the work of 

9 A more detailed discussion of the subject will be found in the Study 
of the Multiplication and Distribution Programme for Impioved Seed 
(1961), Programme Evaluation Organisation, Planning Commission, Govern- 
ment of India (1962) 

10 Programme Evaluation Organisation Seventh Evaluation Report 
on the Working of Community Projects and NES Blocks (1960), p 92 
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different technical departments has to be kmt together to make it 
a single co-ordinated programme, and, secondly, there is the 
problem of guidance and supervision 

It has been observed that the dual control of specialists con- 
cerned with different subjects at the block level by the Block Deve- 
lopment Officer and by techmcal officers at the distnct level has not 
been working satisfactorily^^ There is a distinct feeling among 
the techmcal officers that the introduction of Block Development 
Officers IS removing them from their contact with the ground staff 
and that the techmcal departments are not consulted in the working 
of the projects It has also happened that the departmental offi- 
cers have concentrated their attention in non-block areas where 
they had more direct control on their speciahst staff 

Another problem is to bring close liaison and co-ordmation 
between the official and the non-official agencies of development. 
Among the various types of agencies engaged in the task of rural 
development are the village panchayat, village co-operative and 
the village school They form the basis of aU activities in the 
village But the mam weakness of the present set-up of adminis- 
tration IS that these institutions are not intcr-hnked By linking 
up the village panchayat closely with development programmes, 
village leadership can be successfully developed and co-operative 
activity can also be strengthened The ultimate guarantee of the 
permanence of the CD movement depends largely on how well 
these village and mtermediate local bodies are established and 
developed into efficient people’s orgamsations for carrying out 
their own programmes of welfare 

CONCLUSION — AN ASSESSMENT 

The movement has been in existence for over ten years and 
Its progress from year to year has been mdicated m the annual 
evaluation reports published by the Planning Commission A 
study of these reports bnngs out several interesting points. Within 
a year of its inception, the community development programme 
had given nse to considerable optimism among those who had 
occasion to watch its progress For instance, the First Evaluation 
Report stated: “Old habits of thoughts and action are being 

11 PEO . The (Third) Evaluation Report on the Working of Com- 
munity Projects and NES Blocks (1956), pp 20-22 



250 


THE INDIAN RURAL PROBLEM 


mscarded with an unexpected ease It appears that very soon 
It IS going to be more difficult to check the speed of expansion so 
that It may not outrun the resources of organisation, than to 
secure full response to such aids to progress as can be put into 
the field Subsequent evaluation reports, however, tend to take 
a more cautious attitude and the Fourth Report, published in 
1957, was critical of several aspects of the movement 

While there has been some progress as regards the use of 
improved seeds, fertilizers, and improved methods, especially the 
Japanese method of cultivation and minor irrigation, in other 
aspects of agricultural development hke green manuring, conser- 
vation of farmyard manure through use of compost pits, land re- 
clamation, soil conservation, consolidation of holdings, etc , there 
is much less activity In the propagation of improved techniques, 
improved seeds and fertilizers, limitations to progress have come 
more and more from weaknesses in research and extension methods 
than from the lack of willingness of the farmer to adopt the im- 
provement suggested 

One of the neglected aspects, both at the research and exten- 
sion stages, has been agricultural economics and this has told 
seriously on the progress of farming The discoveries and prac- 
tices recommended for adoption are not generally tested for their 
economic repercussions It is ivrongly supposed that technical 
superionty is enough, as what matters with the cultivator is the 
economic superiority, farming being primarily an economic pur- 
suit In the extension stage this aspect has been completely neg- 
lected The batch of specialists provided at various levels, block, 
district. State and Centre is conspicuous by the absence of agri- 
cultural economists, though a statistical progress assistant is con- 
sidered necessary Extension workers are, therefore, not able to 
bnng home to the cultivators effectively the economics of spon- 
sored methods and practices 

Besides, the provision of proper facilities for credit has not 
progressed sufficiently The availability of co-operative credit 
has been confined in most areas to the middle and bigger land 
holders Even in areas where the co-operative movement is 

12 PEG Evaluation Report on the First Year’s Working of Com- 
munity Projects, Op cit , p 46 
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fairly widespread, not more than 30 to 40 per cent of the rural 
population has been considered creditworthy.^^ Thus a large pro- 
portion of ‘non-creditworthy' people remain untouched by the 
movement 

In terms of creating mcreased opportunity for employment in 
the non-agricultural sector, the programme has only a limited 
success New rural industries have benefited no more than 25 out 
of every 1,000 families in the project areas Its success has been 
mainly m the field of providing technical guidance and material 
resources to the artisans These are undoubtedly valuable services 
which need to be rendered to the rural areas Further to secure 
more benefit out of the programme for the under-privileged sec- 
tions of the rural society, the programme should be re-oriente-d 
considerably in favour of non-agncultural or rather non-land 
holding classes, particularly the Hanjans 

The programme for women and children has been one of 
the weakest links m the development work The reasons for this 
state of affairs are acute shortage of suitable women workers, 
absence of proper training facilities, defective psychological ap- 
proach and non-availabihty of funds when required In the work of 
women welfare, the area of operation of the trained personnel as 
well as the scope of the present activities should be limited so as 
to make the service more intensive and effective This should be 
the general policy to be followed when there is not enough trained 
personnel A satisfactory programme for child welfare limited 
to a few hues only should be evolved for a few selected areas in 
the first instance 

One of the lessons that emerges from the impact of the pro- 
gramme IS that the people have played a part in overcoming several 
prejudices which are usually associated with village communities. 
They have not shown lack of enthusiasm for new ideas and pro- 
grammes or improved methods where rightly approached. Expe- 
rience has shown that people’s response is more a matter of cor- 
rect official approach to them than any lack of appreciation of 
the programme on their part The achievements recorded under 

13 Community Projects Administration Summary Record of Third De- 
velopment Commissioners* Conference on Community Projects at Ootaca- 
mund (27-31 May, 1964), Planmng Commission, Government of India 
(1955), p 111 
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vanous heads could not have been possible but for the active 
participation of the people m the programme 

It IS necessary to realise that effective lead m the maintenance 
of programmes and development can come from only village level 
leadership The creative urge of community action, if it is not 
canalised in the right direction, is apt to end in frustration This 
would speaally be the case if the neglect of drawing in the smaller 
man into the extension programme were to continue as at piesent 
Local and regional leaders must be steadily encouraged through 
their own institutions to continue with the programmes of mam-- 
tenance and development The co-operative movement can pro- 
vide rural leaders as a link between the rural community and the 
administration 

Although the community development programmes have suc- 
ceeded m building up new social and extension services, it is, 
however, equally necessary to maintain these services when the 
official project comes to a conclusion Durmg the continuance of 
the project it may not be necessary to insist that the community 
should pay for all the soaal services But it is desirable that 
local self-governing institutions and people’s representative bodies 
should be built up and strengthened so as to take over responst- 
bility for running the services and their proper management and 
maintenance Their role would be to lead people continuously 
to a higher standard of life m vanous directions 

The machinery of the national extension service and the local 
bodies at higher levels should be adjusted as experience grows. 
It IS also necessary to pay special attention to the development 
of people’s institutions and adequate discharge of their functions. 
Ultimately, the popular mstitutions should take complete charge of 
both planning and implementation of development programmes 
and the Government should see that these mstitutions are properly 
equipped with administrative authonty, financial resources and 
technical personnel. Community development and the national 
extension service are an mtegral part of development and the 
people and the people’s institutions will need continuous stimulus 
till the village leaders are able to assume leadership of the whole 
movement 

14 Land Reform Defects m Agrarian Structure as Obstacles ta 
Economic Development, United Nations (1951), p 78 
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PANCHAYATI RAJ 

The association of the people at all the stages of development 
— planning, administration and execution — constitutes the crux 
of the Community Development Programme This, however, has 
been one of the weakest aspects of the programme The Pro- 
gramme Evaluation Qrgamsation had drawn attention to this 
shortcoming m some of its evaluation reports and suggested the 
democratisation of the block level bodies The Mehta Team which 
was appointed to study and report on the Community Projects 
and N E S observed that “admittedly, one of the least successful 
aspects of the CD and NES work is its attempt to evoke 
popular initiative They, therefore, recommended democratic 
decentralisation, later known as FmcJxayati Raj The system* 
they advocated, envisaged the creation of democratic institutions 
possessing adequate powers and finance in three tiers at the 
local level 

Before we deal with the recommendations of the Team on 
this subject and the progress made m implementing them, we may 
briefly review the history of local self-government in this country 

PANCHAYATS 

The Fcmckayat is an ancient institution in India This insti- 
tution enabled India to survive the various cataclysms of her 
political history and preserved the continuity of her cultural deve- 
lopment. This body administered the affairs of the village on its 
own responsibility or as advisory council to the village headman 
It administered justice and peace, maintained local order by 
watch and ward, provided for education, sanitation, public works 
such as construction and maintenance of buildings, roads, tanks 
and wells, and all other common amenities, economic and social, 
of village life, and collected and distributed alms to the poor. For 
Its finances, it relied mostly on the produce from the village 
common lands Thus, it was self-suflBicient and self-supporting. 
Whatever the form of Government at the centre, the village re- 
mained an autonomous unit mainly self-governing The early 
British administrators have paid ample tribute to these little rc- 

15 Committee on Plan Projects Report of the Team for the Study of 
Community Projects and National Extension Service, Planning Commission, 
Covernment of India (1957), Volume I, p 3 
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publics, but the advent of the British rule with its centralised ad- 
ministrative system created conditions for their decay and dis- 
appearance 

Decentralisation Commission, 1909 

The Royal Commission on Decentralisation, 1909, pertinently 
remarked “The scant success of the efforts hitherto made to 
introduce a system of rural self-government is largely due to the 
fact that we have not built from the bottom The foundation of any 
stable edifice which shall associate the people with administration 
must be the village, one in which the people are known to one 
another and have interests which converge on well-organised ob- 
jects ” The Commission recommended that “an attempt should 
be made to constitute and develop village panchayats for the 
administration of local affairs” even though “the system can be 
gradually and tentatively applied” to “make the village a starting 
point of public life” The Government of India published, in 
1915, a resolution and issued to all Provinces, “despite the 
apathetic reports from most of them,” “definite instructions to give 
full trial to a practical scheme of village panchayats, wherever it 
could be worked out in co-operation with the people ” The 
Montagu-Chelmsford Report recommended “complete popular con- 
trol in local bodies” and added that “responsible institutions will 
not be stably-rooted until they are broad-based ” The Act of 1919 
which transferred the pKirtfolio of local self-government to minis- 
ters was followed by measures in several Provinces to implement 
this policy 


VILLAGE PANCHAYAT LEGISLATION 

The legislative Acts passed initially in the different Provinces 
aimed at the creation of local self-governing bodies in villages 
The Indian States also were not inactive 

Village Panchayats After Independence 

The development of Village Panchayats received a great fillip 
after the attainment of Independence and the adoption of a re- 
publican form of constitution m the country The Directive Prin- 
ciples of State Policy (Article 40) lay down that the State shall take 
steps to organise village panchayats and endow them with such 
powers and authority as may be necessary to enable them to 
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function as units of self-government Apart from this Dorective, 
the phenomenal increase in the developmental activities of the 
State under planning has also brought out the need for an institu- 
tion like the village panchayat as the umt of decentralised adminis- 
tration Therefore, great emphasis has been laid in the Five-Year 
Plans on the constitution of village panchayats as an indispensable 
part of the administration in rural areas, “as representing the best 
interests of all sections of the community,” and having a “unique 
status 

In line with this policy, almost all the States took steps to 
improve the existing legislation, wherever necessary, with a view 
to promoting quicker development of panchayats as well as en- 
trusting them with greater responsibilities In almost all the States, 
the necessary legal framework for the establishment of village pan- 
chayats had been provided, and most of the States pushed forward 
vigorously the organisation of these local institutions durmg the 
First Plan period 

The number of village panchayats went up from 83,093 m 
1950-51, the pre-planning year, to 1,23,670 at the end of March 
1956” (the end of the First Plan), ie,hy about fifty per cent 
There was good progress in the establishment of village pancha- 
yats in Uttar Pradesh, Punjab, Rajasthan, Kerala, Himachal Pra- 
desh, and the erstwhile States of Madhya Bharat and Saurashtra, 
where there were panchayats for almost all the villages The pace 
was somewhat slow in Assam, West Bengal, Orissa, Mysore and 
Andhra The progress since the end of the First Five-Year Plan 
is reviewed later “ 

The administration of the panchayats, however, was not very 
satisfactory According to the finding of the Mehta Team, possibly 
not more than ten per cent of the total number of panchayats were 
functioning effectively, roughly one-half was of an average standard 
and^ the remaining forty per cent were working unsatisfactonly 

PROBLEMS OF REORGANISATION 

On a review of the position of the panchayats at the end of 
the First Five-Year Plan, one general defect noticed was that while 

16 See Report on the First Five-Year Plan, Op at , pp 132-143 

17 Committee on Plan Projects Report of the Team for the Study of 
Community Projects and National Extension Service, Vol II (1957), p 1 

18 See pp 259-60 
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a number of them had good leadership, many were handicapped 
for want of sufficient expenence of development activities Some 
of the factors that have come in the way of greater panchayat 
participation in rural development are lack of financial resources, 
existence of factions in villages, the failure of the people to attach 
due importance to panchayat elections, illiteracy, etc 

The main problem in the reconstitution of village panchayats 
IS the creation of viable units which would require the readjust- 
ment of the existing village boundaries. While it is necessary that 
the units are small enough to have a sense of solidarity, the 
villages should not be so small that they cannot be provided with 
essential services for their benefit One way out is that where 
individual villages are not large enough to serve as units for 
panchayats, a single panchayat may serve a population of 1,000 
to 1,500 Another suggestion is that the village panchayat and the 
village co-operative should serve identical areas and should 
establish close contacts with adjoining units 

The second problem is that of the functions of the panchayats 
The First Flan had recommended village production programmes 
and the development of village lands and resources as their mam 
functions In the Second Plan the functions are classified as ad- 
ministrative and judicial In the administrative sphere, the func- 
tions should be (1) civic, (2) development, (3) land management 
and (4) land reforms The civic functions are already embodied in 
the legislation of almost all the States The National Development 
Council accepted the blocks and village organisations as basic units 
for formulatmg and carrying out development programmes It has 
been proposed that panchayats should plan and execute ‘local 
works,’ mcludmg supply of drinking water, drainage and sanita- 
tion, communication, education, etc, in commumty development 
areas 

The third problem is that of finance The practice of permit- 
tmg local bodies to levy all taxes which the State Government 
can levy, and then exploitmg these taxes for State purposes takes 
away the initiative from local bodies It is necessary to revive the 
old practice of leaving certam well-marked fields of taxation for 
the exclusive or primary use of local bodies. It is suggested that 
a proportion of the land revenue m each village, assigned to the 
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pancliayat for local development should serve as a nucleus fund 
The allocation to the village panchayats by the States may be in 
two parts, a basic proportion of 15 to 20 per cent of the land 
revenue and an additional grant extending up to 15 per cent of the 
land revenue on the condition that the panchayat raises an equal 
amount by taxation or voluntary contnbutions Lastly, efforts 
should be made to eliminate the said influence of village factions 
which senously hinder the healthy development of panchayats. 
Unanimous elections may help in this respect Experienced ad- 
ministrators m rural areas consider that most o^ the evils in the 
present day village life are the outcome of a long period of en- 
forced unemployment m agriculture If the levels of employment 
and production nse and villagers are organised co-operatively 
for an attack on poverty and for raising their standard of living 
appreciably, the root causes of village factions can be removed 

DEMOCRATIC DECENTRALISATION 

The Second Plan has emphasised the need for creating a well- 
organised democratic structure of admmistration within the 
district in which the Village Panchayats would be organically 
linked with popular orgamsations at a higher level In such a 
structure, the functions of the popular body should include the 
entire general administration and development of the area, other 
than such functions as law and order, administration of justice and 
certain functions relating to the revenue administration. With a 
view to examining, among other things, the adequacy of the existing 
local bodies to take over and perform these functions, the Com- 
mittee on Plan Projects of the Planning Commission appointed in 
January, 1957, a Study Team under the leadership of Shri 
Balvantrai Mehta The Team which submitted its report^® m 
November, 1957, stressed the need for decentrahsation of res- 
ponsibility and power within the district above the village level 

The Team has recommended a three-tier scheme, le, the 
establishment of Village Panchayat, Panchayat Samiti and Zila 
Panshad, which should be started at the same time and operated 
"Simultaneously in the whole district The Panchayat Samti was 

19 Report of the Team for the Study of Community Projects and 
Hational Extension Service, Vols I, II & III (1957) 



258 


THE INDIAN RURAL PROBLEM 


to be constituted by indirect election from the Village Pancha- 
yats with adequate financial resources and a life of five years 
Its functions should cover almost the entire development work 
of lural areas and, as such, the Team recommended various re* 
sources for being assigned to it The important resources, among 
others, are (i) a percentage of land revenue collected within the 
block, which should not be less than 40 per cent of the State’s 
net land revenue, (ii) cess on land revenue, (iii) tax on profes- 
sions, (iv) rent and profit accruing from property, (v) voluntary 
public contribution and (vi) Government grants All Central and 
State funds spent in a block area should invariably be assigned 
to the Panchayat Samiti to be spent by it directly or indirectly. 
To ensure the necessary co-ordmation between the Partchayat 
Samitts, a Zila Panshad should be established consisting of the 
Presidents of Panchayat Samitis, members of the State Legisla- 
ture, Members of Parliament from the area and the district level 
officers The Chairman of this Pamhad would be the Collector 
The Panshad would have the power to examine and approve 
the budgets of the Panchayat Samitis It would also generally 
supervise the activities of the Panchayat Sarmii, but it would 
not be invested with any executive functions 

The panchayat should be constituted purely by election with 
the provision to co-opt two women members and one member 
each from the scheduled castes and scheduled tnbes A close 
link should be established between the Gram Sevak (village level 
worker) and the village panchayat by making him the Develop- 
ment Secretary of the Gram Pmchayat As far as possible, the 
village panchayat should be used as an agency for the collection 
of land revenue and should be paid a commission The pancha- 
yat should be entitled to receive from the Panchayat Samiti a 
share up to three-fourth of the net land revenue assigned to the 
latter The panchayat will be guided by the Samiti in all its 
activities The obligatory functions of the village panchayats 
should include, among others, provision of water supply, sanita- 
tion, lighting, land management and welfare of backward classes 

How far these proposals can be successfully implemented 
m practice is a moot point The Team itself was conscious of 
this fact and therefore, suggested a “phasing of the process of 
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the creation of the Panchayat Samitis"'^ While the Central 
Government have approved of the general principle of giving 
responsibility for development to representatives of people withm 
the district, the precise manner in which the principle should be 
applied was remitted for consideration by the States 

PROGRESS 

Coverage by Panchayats 

With the introduction of Panchayati Ra] in many States 
and the prospect of its introduction in the others, village pan- 
chayats as the basic units of self-government have come to as- 
sume great importance Rapid strides have been made m the 
organisation of panchayats The progress in this respect is 
shown by the figures in the following table 

COVERAGE BY PANCHAYATS 



As on 
30-9-57 

As on 
31-3-59 

As on 
31-3-60 

As on 
31-3-61 

As on 
31-3-62 

As on 
31-3-63 

Number of 
Panchayats 

1 60 369 

1 77,633 

1 79 906 

1,93 527 

2 03,049 

2,05,452 

Number of 
villages 
covered 
(thousand) 

410 

461 

483 

502 

533 

5207 

Rural 

population 

covered 

(lakh) 

19,73 

24 20 

25,68 

27 01 

28,29 

33,95 

Percentage 
of villages 
covered 

75 

82 

86 

89 

94 

96 

Percentage 
of rural 
population 
covered 

74 

82 

87 

91 

95 

97 

Average 
number of 
villages per 
Panchayat 

25 

26 

27 

26 

26 

25 

Average 

population 

per 

Panchayat 

1,299 

1,342 

1,428 

1,396 

1,393 

1,654 


20 Committee on Plan Projects Op at , Vol I, p 21 
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On March 31, 1963 there were over 205,000 village pancha- 
yats m the country covenng about 521 thousand villages and a 
population of nearly 340 million Between 1957 and 1963, the 
number of panchayats has nsen by about 28 per cent and practi- 
cally the entire country (97 per cent) is now covered by pancha- 
yats as against 74 per cent m 1957 

Nine of the fifteen States have already been fully covered 
by panchayats In three others, Bihar, Madras and Maharashtra, 
the coverage is almost complete Out of the remaining three also 
the coverage is 94 to 95 per cent m Gujarat and Orissa Thus, 
West Bengal is the only State where there is a good leeway to 
be made up But this State will also expand its coverage before 
long, as the West Bengal Government has drawn up a phased 
programme of covenng the entire State with 20,000 Gram Pan^ 
chayats by October, 1963 Among the Union Territories, Delhi 
and Himachal Pradesh are fully covered, and preliminaries have 
been completed for setting up panchayats in Manipur, Tripura 
and Andaman and Nicobar Islands 

Several measures have been taken m the recent past to 
revitahse the village panchayats and to enable them to accept 
responsibility for undertaking village development programmes 
The resources of the panchayats are being augmented and there 
has been an increasing stress on their undertaking remunerative 
schemes of community benefit They are also being gradually 
entrusted with the task of preparing village production program- 
mes in collaboration with the co-operatives There has been a 
concerted drive to impart training to the Panches, Sc^partches and 
Secretaries 

The junsdiction of the panchayats in terms of the average 
number of villages and rural population per panchayat contmues 
to vary widely from State to State The number of villages is 
as high as 19 in Himachal Pradesh and Onssa It vanes between 
6 and 7 m Assam, Jammu & Kashmir and Bihar, it is over 4 
m Madhya Pradesh, Maharashtra, Mysore, Rajasthan and West 
Bengal and is less than two in the remaining States (Andhra 
Pradesh, Gujarat, Kerala, Madras, Punjab, Uttar Pradesh and 
Delhi) In terms of population, Kerala tops the list with over 
15,000 people per panchayat followed by Orissa (6,752) and Bihar 
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(3,956) which are all still on the high side Uttar Pradesh has 
the smallest population of about 889 per panchayat For the 
country, as a whole, the average number of villages per pancha- 
yat IS 2 5 and the average population is about 1,6(X) 

The members of the panchayat (Panches) are elected through 
secret ballot in most States Election by show of hands is pre- 
valent in Assam, Jammu & Kashmir, parts of Madhya Pradesh, 
Uttar Pradesh and Himachal Pradesh The Sarpanch and the 
Up-Sarpanch are generally chosen by the panches from among 
themselves Direct election of Sarpanches by the Gaon Sabim 

15 prescribed only m Assam, Bihar, Punjab, parts of Kerala, 
Rajasthan, Uttar Pradesh and Himachal Pradesh 

The number of members in the panchayat vanes from four 
to 31, but m a majority of States the range is five to 15 Mem- 
bership in Uttar Pradesh is exceptionally high with a range of 

16 to 31, while Bihar has a imiform strength of nine m all pan- 
chayats There is a special reservation of seats for scheduled 
castes and tribes m most States Reservation for women also 
exists m several States, e g , Andhra Pradesh, Assam, Gujarat, 
Madras, Mlaharashtra, Mysore, Punjab and Himachal Pradesh 

Sources of Income 

In most States, the panchayats are entitled to a share either 
of land revenue directly or of a cess on land revenue, the excep- 
tions being Jammu & Kashmir, Madhya Pradesh and West 
Bengal in which the panchayats do not have either of these 
sources of income. In Andhra Pradesh 25 Poise and in Rajasthan 
20 Pcnse per head of population is being given as share of land 
revenue to the panchayats Many States which did not hitherto 
provide for a share of land revenue to the panchayats have done 
so in their new Acts The share of land revenue vanes from 
6|: per cent m Uttar Pradesh to 35 per cent m Mysore while the 
share of cess vanes from 25 to 1(X) per cent Gujarat and Maha- 
rashtra happen to be the most liberal in assigning a substantial 
part (25 to 30 per cent) of land revenue and the entire land cess 
to the panchayats The Kerala Panchayat Act, 1960, provides 
for transferrmg the entire basic tax to panchayats 

Panchayats are also vested with the power of levying a 
number of compulsory and optional taxes. House-tax, profes- 
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Sion tax, tax on pfroperty and on vehicles are the most com- 
monly levied compulsory taxes Other sources of income in- 
clude, apart from Government grants, taxes levied on a number 
of optional items, and fees realised from regulatory and remu- 
nerative enterprises such as cattle pounds, markets, slaughter 
houses, etc Government waste lands, pisciculture, etc, are other 
potential sources of income to the village panchayats and have 
already been transferred to them in many States 

HIGHER BODIES 

Progress 

Progress m enacting legislation for establishing higher bodies 
and m taking steps to implement them has been fairly rapid 
Panchayati Raj legislation has been enacted in 13 States, le , m 
all except Jammu & Kashmir and Kerala In Jammu & 
Kashmir a State-level Committee is studymg the working of 
Panchayati Raj in a few nearby States for evolving a system 
suited to this State In Kerala the bill has been introduced in 
the legislature Steps to enact the legislation were generally taken 
promptly Necessary enactments were passed m half a dozen 
States (excluding Madras where the existing legislation was 
adopted with some modification) within a year of the endorse- 
ment of Mehta Team’s recommendations by the National Deve- 
lopment Council m November, 1958 

In regard to the number of tiers and their location also, 
eventually all the States fell in line with Mehta Team’s recom- 
mendations for setting up two-tiers above the village and almost 
all m also locating them at the Block and District levels 

Panchayat Samitis 

The Mehta Team had recommended indirect election as the 
method for constituting Panchayat Samitis The pioneer States 
of Rajasthan and Andhra Pradesh did not accept this recom- 
mendation in full and preferred to have ex-officio membership 
Among the States which promulgated the legislations later, 
Assam also chose mdirect election. Madras stuck to the pro- 
vision of mdirect election in the legislation already existing Some 
States preferred to have mdirect election along with other modes 
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In Maharashtra, as in Uttar Pradesh, where all local members of 
ZiIq Parishad are ex-officio members of the Panchayat Samiti, 
there is some provision for indirect election also Similarly, m 
Orissa also, while all Smpanches are ex-officio members, one 
member is also to be elected by each Panchayat In some States, 
VIZ , Madhya Pradesh, Mysore and Punjab, there is provision for 
direct election 

The Panchayat Samitis have been entrusted with development 
functions and made responsible for the implementation of the 
community development programme The Samitis have been 
vested with specific executive responsibilities m fields like primary 
fcducation, health and sanitation and commumcations They also 
exercise supervision over the panchayats and have the right to 
scrutinise the budgets of the panchayats and offer suggestions 
The Samitis function through Standing Committees which have 
been set up for specified aspects of its work, like production pro- 
grammes, social welfare, weaker sections of the community, 
finances, etc 

The finances of the Panchayat Samitis consist generally of 
funds drawn from the Block budget, and those transferred to them 
by the State Government, share from the land revenue and Govern- 
ment grants The Panchayat Samitis in some States have also been 
empowered to levy certain taxes In Gujarat, the Samiti can, sub- 
ject to certain limits, levy all the taxes which a Gram Panchayat is 
empowered to levy and can also enhance stamp duty by 15 per cent. 

In Maharashtra, the middle tier — the Panchayat Samiti — 
IS not a strong institution In this State the Panchayat Samiti has 
been empowered to prepare “an overall plan for works and deve- 
lopment schemes to be undertaken in the Block for enabling the 
Zila Parishad to prepare its development plans’^ Besides, the 
Samiti may also perform such of the functions of the Zila Parishad 
within the block as may be delegated to it The Samiti m Maha- 
rashtra IS dependent essentially on grants from the State Govern- 
ment received through the Zila Parishad The Panchayat Samiti 
m contrast to the Zila Parishad is, statutonly, not even a body 
corporate, and no provisions regarding perpetual succession, com- 
mon seal, right to sue and to be sued agamst in relation to the 
.Samiti have been made m the statute 
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Zila Parishad 

Members of Parliament, ML As and MLCs are members 
with the right to vote and hold office in the Zila Panshads m 
Andhra Ptadesh, Assam, Rajasthan, Bihar, Miadras, Madhya 
Pradesh, Uttar Pradesh and West Bengal. They do not have the 
right to vote m Gujarat, Orissa and Punjab The District Collec- 
tor IS a member of the Zila Parishad m Andhra Pradesh, Gujarat, 
Madras, Mysore, Onssa, Punjab and Rajasthan. He is the ex* 
officio Chairman of Zila Panshad m Madras and Mysore and of 
all the Standing Committees in Andhra Pradesh 

The functions and powers of Zila Panshad vary naturally 
from State to State In most States the Zila Parishad is a co- 
ordmating body which exercises general supervision over the 
working of the Panchayat Samitis and advises the Government 
on the implementation of the development schemes In Andhra 
Pradesh the Zila Panshad has specific executive functions m res^ 
pect of secondary education — vocational and industnal schools, 
and also discharges the functions of the Panchayat Samitis in res- 
pect of nm-scmiti blocks In Mlaharashtra, the Zila Panshad is 
the strongest of the Panchayati Raj bodies and is vested with 
executive functions in various fields, including planning and deve- 
lopment and advising the Slate Goveniment In Gujarat and Uttar 
Pradesh also, the Zila Parishad is vested with administrative func- 
tions in vanous fields The Zila Parishads exercise powers of 
supervision and guidance over the Samitis m most States and m 
some are empowered to supervise the workmg of the panchayat 
as well 

The finances of the Zila Panshad mostly consist of the funds 
received from the State Government in the form of grants, etc, 
and also the share of the land cess and other local cesses and 
taxes that are assigned to them Besides, funds earmarked for 
specific schemes which are entrusted as agency functions to the 
Panchayati Raj bodies are also available In some States, the 
Parishads are empowered to levy certain taxes, or to enhance, 
subject to certam limits, the taxes already being levied by the 
panchayat and the Panchayat Samtis 

The Zila Parishads in all the States are empowered to consti- 
tute Standing Committees and function through them. The staff, 
particularly of the Development Departments, at the district leveL 
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IS made responsible to the Zila Parishad for assisting the Pmshad 
in the planning and implementation of development programmes 
and also to provide technical supervision and guidance to the 
Scmiti and panchayats, which may undertake specified develop- 
mental programmes 


, CONCLUSION 

Panchayati Raj is full of momentous possibilities for deve- 
lopment by democratic methods The Mehta Team drew the 
attention of the Government of India to the need for the re- 
invigoration of local self-government The Government of India 
accepted this policy and the State Governments have enacted 
necessary legislation translating this policy into action The actual 
fulfilment of the aim with which these measures have been taken 
will depend on the soundness of the legislation, the sincerity of 
the officials in implementing them and above all, the capacity and 
will of the people to discharge the responsibilities enjoined upon 
them in a conscientious and public-spirited manner 

Steps have been taken to provide training, mainly of the non- 
institutional type, to certain important categories of non-officials, 
e g y Gram Sahayaks, non-official members of Block Development 
Committees and Pcmchayat Samitis, Panchayat Secretaries and 
school teachers Study camps, seminars and tours have been the 
other forms m which training has been provided to the officials 
and non-officials A number of Panchayati Raj training centres 
have been opened A Central Institute of Panchayati Raj has 
also been started to train principals and instructors of Panchayati 
Raj Training Centres But, generally, these programmes have been 
conducted in a formal and hasty manner and the period of training 
is not long enough Much greater attention needs to be given to 
this aspect The village panchayats should function as institutions 
of local development and should be entrusted with all works of 
development within their junsdiction It is necessary that they 
should be assisted by efficient service agencies The functions en- 
trusted to them are onerous, and it will take time for them to deal 
with all of them satisfactorily They have to gam experience and 
they will need assistance and supervision But an effective local 
democracy, functioning on the basis of local mitiative and leader- 
ship is vital for the broad-based development effort which the 
country is seeking to foster 
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Chapter XI 


AGRICULTURAL PRICES AND PRICE POLICY 

A study of farm prices is important on several scores Prices 
should not be so low that they constitute a disincentive to aug- 
ment production through use of improved technology and the 
investment needed for the purpose On the other hand, they 
should not be so high that they cause distress to consumers and 
push up costs in agriculture-based industries Apart from the 
level of prices, their stability is also an important factor in the 
makmg of economic decisions in agriculture as well as in the 
rest of the economy Farm prices tend to fluctuate more widely 
than those of other commodities mainly due to inelasticities of 
demand and supply Wide price fluctuations give rise to uncer- 
tainty and inhibit investments in agriculture Two major poli- 
cies of the government regarding the farm prices have been, 
therefore, to ensure to the farmers remunerative prices for their 
products and limit fluctuations In this Chapter, we discuss the 

factual and the policy aspects of agricultural prices 
« 

TRENDS IN AGRICULTURAL PRICES 

An idea of the trend in prices of important agncultural com- 
modities can be obtained from Table I which gives the index 
numbers of their wholesale prices in recent period These indices 
are constructed on the basis of annual averages of their monthly 
prices with 1952-53 as the base yeai 

One major observation that follows from Table 1 is that 
prices of almost all impoitant foodgrains — cereals, pulses, ground- 
nut oil, sugar and gw — ^have fluctuated widely, declining for the 
first three years (1954-56) and rising thereafter, though at an 
uneven pace Another important observation is that prices of 
all principal grains except jowai rose less rapidly than those of 
the group of ‘food articles’ as a whole As far as the relative 
prices in this group are concerned, prices of wheat and gram, 
with the exception of 1958-59 m case of wheat and 1963-64 in 
case of gram, remained below the base level of 1952-53 Prices 
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of rice and pulses other than gram increased but the increase 
was less relative to that of the food articles as a whole Prices 
of inferior cereals like jowar advanced more rapidly and that 
of bajn as rapidly as the price of all food articles But with 
legard to these inferior cereals it can be said that the decline 
in their prices was also steeper during 1953-56 when prices of 
all commodities in the food articles group declined Thus their 
prices fluctuated more widely compared to others 

Prices of food articles other than foodgrams, i e , edible oil, 
sugar and gut recorded a much bigger increase Much of the 
rise in the prices ot 'food ai tides’ group therefore can be attn- 
buted to these three articles and jowar and bajra 

Prices of commercial crops — cotton, gioundnut. jute — ^increas- 
ed along v/ith those of foodgrams and evinced almost a similar 
pattern They also declined during 1952-56 and rose during 
1956-64 On the wnole, the increase in the prices of commer- 
cial crops was greater than that of food articles during the period 
ending 1963-64 Among the cash crops, jute pnces showed the 
largest increase as well as variation Cotton prices, on the other 
hand, had only a. modest increase and they moved also within 
a nairow range Groundnut prices, after a recovery from low 
levels attained m 1955-56, showed more or less a continuous and 
steep increase and attained the index level little lower than that 
of jute prices 

It will be seen from Table I that the increase m prices, espe- 
cially of cereals and pulses, during 1963-64 v/as veiy steep and 
lalher unusual compared to the rate of increase in earlier years 
The 1963 64 index of wholesale prices of cereals showed an in- 
crease of as much as 18 per cent compared to 1962-63 

As for the individual foodgrams, the price index in August 
1964, compared to the position during corresponding month of 
the previous year, was higher by 14 per cent m case of rice, by 
38 per cent in case of wheat, by 72 per cent in case of j'owar 
and by 33 per cent in case of bajra The upward trend in prices 
has been maintained m almost all the commodities in the cereal 
group Similar data on prices of gram and other pulses show an 
increase of 68 per cent and 39 per cent respectively m August 
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As against this, the increase in prices of non-foodgrams and 
commercial crops has been very moderate during the same period 
In this group, groundnut recorded highest increase of 14 per 
cent whereas giir declined by 3 per cent The pnces of sugar, 
cotton and jute increased by 12 per cent, 12 per cent and 8 per 
cent respectively 

AGRICULTURAL AND NON-AGRICULTURAL PRICES 
The trend in wholesale prices of different commodity groups 
for the period 1952-53 to 1963-64 may be observed now to assess 
the relative positions of agricultural and non-agricultural prices 
The index numbers of wholesale prices of 3 commodity groups 
and for all commodities together are given in Table 11 


Table II 

INDEX NUMBERS OF WHOLESALE PRICES~BY GROUPS 

(1952-53=100) 


Year 

Food Ai tides 

Industrial Raw 
Materjials 

Manufac- 

tures 

All Commo- 
dities 


Weights 504 

153 

249 

1000 

1953-54 

106 7 

109 7 

98 9 

104 6 

1954-55 

94 6 

1019 

100 6 

97 4 

1955-56 

86 6 

99 0 

99 7 

92 5 

1956-57 

102 3 

1160 

106 3 

105 3 

1957-58 

106 4 

116 5 

108 1 

108 4 

1958-59 

1152 

115 6 

108 4 

1129 

1959-60 

1190 

123 7 

1117 

117 1 

1960-61 

120 0 

145 4 

123 9 

124 9 

1961-62 

1201 

142 6 

126 6 

1251 

1962-63 

126 1 

136 5 

128 8 

127 9 

1963-64 

136 8 

139 5 

131 1 

135 3 


Sowce Office of the Economic Adviser to the Government of 
India 


It IS evident from Table II that the price index of ‘food 
articles’ and the composite index of ‘all commodities’ have moved 
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parallel However, it has not always influenced the level of 
composite mdex During the period 1958-59 to 1960-61 prices 
of 'food articles’ increased a little less rapidly than those of ‘all 
commodities ’ From 1961-62, however, the prices of 'food arti- 
cles’ have increased more rapidly compared to all the other 
groups, thereby influencing the composite index of ‘all commo- 
dities’ to a significant extent The group of ‘industrial raw mate- 
rials’ which consists partly of cash crops such as cotton, jute, 
oilseeds and partly of minerals such as iron ore, coal, minerals, 
etc , has shown greater rise in prices than that of ‘all commodi- 
ties’ particularly during 1958-59 to 1960-61 The prices of ‘in- 
dustrial raw materials’ have been erratic, showing sudden and 
sleep increases at times followed by mild declines. On the 
whole, their price level has generally ruled higher than that of 
‘food articles ’ 

The prices of ‘manufactures’ rose steadily and did not re- 
gister a decline during the entire decade The level attained by 
them has oscillated, sometimes being slightly above that of ‘all 
commodities’ and of ‘food articles’ and sometimes below 

If we recombine the above four groups of commodities into 
two, (i) agricultural commodities and (ii) non-agricultural com- 
modities for the period 1952 to 1961 for which the data are 
readily available, we get the results as shown in Table III. 

On the basis of the ratio between agricultural and non- 
agncultural commodities, it can be said that during the period 
of 8 years from 1954 to 1961» the ratio of agricultural prices 
to non-agncultural prices did not rise far above 100 any time 
For the earlier three years it was below 100, dunng the second 
half of the period, it did not fall below lOO except during 1961 
Since the year 1952-53 — the base year*— was favourable to farm 
puces, the above trends would imply that during the ’fifties, farm 
prices have enjoyed, for most part, a relatively favourable posi- 
tion However, this advantage was mostly confined to the com- 
mercial crops It was seen earlier, that even during the second 
half of the period (especially between 1958-59 and 1960-61), 
when the cereal prices were rising consistently, their rise was 
less rapid than the rise in prices of industnal raw materials and 
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Table III 

INDEX NUMBERS OF WHOLESALE PRICES OF AGRICULTURAL 
AND NON-AGRICULTURAL COMMODITIES 

(1952-53=:100) 


Yeai 

Agiicultural 

Commodities* 

Non-Agri cultural 
Commodities 

Ratio of Agricul- 
tural Commodities 
to Non-Agiicultu- 
lal Commodities 

Weights 680 

320 

I 

2 

3 

4 

1950 

113 

99 

114 

1951 

122 

117 

104 

1952 

102 

104 

98 

1953 

107 

99 

108 

1954 

99 

100 

99 

1955 

88 

99 

87 

1956 

102 

105 

97 

1957 

109 

108 

101 

1958 

112 

109 

102 

1959 

118 

111 

106 

1960 

124 

121 

102 

1961 

126 

127 

95 


Source Economic Survey of Indian Agriculture 1960'61, Direct oi ate 
of Economics and Statistics, Ministry of Food and Agriculture, Govern- 
ment of India (1962), P 56 

*The Agricultural Commodities index includes nee, wheat, jowai, 
bajra, giam, dal^ arhai, tea, coffee, cotton law, jute raw, groundnut, 
linseed, rapeseed, cotton seed, gmgelly seed, copia, rubber, spices and 
condiments, cashewnut, betelnuts and tobacco 


commercial crops m agnculture So this favourable position of 
farm prices was largely due to the prices of nomfood commodities 
which are included in the overall index of agricultural commo- 
dities 


FACTORS INFLUENCING PRICES 

Rapid growth of population and using income levels are two 
important factors that influence demand for food Food being a 
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prime necessity of life, a rise m population leads directly to 
an increased demand for it If the rise in per capita income 
IS sluggish the pressure exerted on the demand for food would 
be less acute But if money incomes also rise along with the 
population, as they did during the last decade, the pressure be- 
comes more acute This is due to high income elasticity of 
demand for food in India as well as the fact that a laige propor- 
tion of total expenditure is devoted to food The income elasti- 
city of demand for food is believed to be nearer one in under- 
developed countries The empirical results indicate this to be 
m the range of 0 6 to 0 7 for India The proportion of total 
expenditure incurred on food is about 60 to 80 per cent in rural 
areas and about 50 to 60 per cent m urban areas In under 
developed coimtiies, in the early stages of development changes 
m the structure of demand from foodgrams to animal products or 
fruits and vegetables are not significant. But with rising income 
levels, a shift m demand from inferior grains like millets to 
superior ones like rice and wheat does take place Even among 
the latter, preference is shown for supenoi varieties This was 
discernible especially during the last decade when money in- 
comes increased rapidly due to development expenditures under 
the Plans Such a change m the demand structure exerts pres- 
sure on supplies since production of superior grams involves 
more effort and more material expenditure per unit of output 
Both these factors — a general rise in the level of demand for food 
and changes in the structure of demand for it — ^therefore, lead 
to a rise in lelative prices of food 

With the rise in the demand for the pioducts of agriculture- 
based industries such as textiles, vegetable oils, the demand for 
non-food crops has also increased significantly Due to the o\er- 
all scarcity of inputs for agricultural production, production of 
these crops can be increased largely by diverting area under 
food crops to non-food crops In the last decade this diversion 
has taken place to a significant extent For example, in Saura- 
shtra about 80 per cent of the cropped area is now devoted to 
groundnuts The total supply of farm products thus does not 
increase significantly m the short-run 

The reasons for the slow and inadequate increase m agri- 
cultural production are many The maior reason, however is 
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that production in traditional agriculture depends heavily on 
climatic factors and land The abundant supply of labour with- 
out the adequate supply of co-operating factors would be of 
little help for raising production Other production resources 
aie not only limited in their supply, but when combined with 
given amount of land bring about less than proportionate returns 
Hence, unless theie is transformation of techniques of production 
^ the production level cannot be raised rapidly And the process 
of transformation of techniques is itself slow since it involves 
dealing with complex social and economic factors 

The production of food and agricultural produce in general 
did increase during the first two Five-Year Plans The annual 
rate of increase^ between the period 1949-50 to 1961-62 was 
3 6 per cent for foodgrams, 419 per cent for non-foodgrains and 
3 80 per cent for all crops This rate was greater than that of 
the increase in population during the same period which was 
2 1 per cent But the increase in farm production was not uni- 
form during the penod During the first two years of the Third 
Five-Year Plan, it has remained more or less stagnant^ Though 
unfavourable weather was one of the main and immediate reason 
for this dunng the recent period, the basic fact remains that 
unless factors inherent in traditional agriculture that cause this 
stagnation are removed, increases in farm production would not 
be rapid and of permanent character 

Increasing production in most cases would lead to a corres- 
ponding increase m the marketed supplies. But this process may 
be impeded by other developments The Foodgrams Enquiry 
Committee® that analysed the causes of decline in market arrivals 
of foodgrams during 1955-56 and 1956-57 refers to three general 
factors (a) the producers consumed more than before, (b) a 
tendency for holding grams for a longer period than usual deve- 
loped in anticipation of further rise m prices and (c) the pro- 

1 The increase has been calculated by fitting regression equations to 
three-year moving averages of the production index numbers Vide Agri- 
cultural Price Policy in India, Ministry of Food and Agriculture, Govern- 
ment of India (1963), (Mimeographed), pp 37-38 

2 The Third Plan Mid-term Appraisal, Planning Commission, Govern- 
ment of India (1963), pp 69-70 

3 Report of the Foodgrams Enquiry Committee, Mimstry of Food and 
Agnculture (Department of Food), Government of India (1957), p 45 
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ducers’ need for cash to meet necessary commitments could be 
fulfilled With lower sales. The above reasons account for the 
situation in which more produce is marketed when prices fall 
and less is marketed when prices rise This happens particularly 
when for most of the farmers the surplus is at best a marginal 
one, there is a high mcome elasticity of demand for foodgrains 
and the mcome effect of a change in price on consumption tends 
to be stronger than the substitution effect 

Besides, when prices are rismg under an inflationary pres- 
sure, it generates a general tendency to prefer payment m goods 
rather than money For example, the agricultural labourers may 
prefer payment of wages in kind rather than in cash and dunng 
busy season when demand for agricultural labourers is at the 
peak level, eg, during harvesting or transplanting, the farmer- 
employer may be compelled to grant this demand The marketed 
supplies of farm products may be adversely affected somewhat 
by this tendency as well 

A combination of above factors both on demand and on 
supply side, seem to have raised pnces of food and other farm 
products relative to pnces of other goods during the recent pe- 
riod for which the price data have been exammed Keeping these 
factors m view and experience of price management dunng the 
World War II and the post-war period, various measures to 
contain disproportionate pnce rises were evolved during the 
recent decade The trends in pnces that we have observed were 
thus subject to the economic factors, on one hand, and the 
Government regulations, on the other The observed trends are 
thus the combined results of these two 

AGRICULTURAL PRICE POLICY AND MEASURES 
Foodgrains 

With the advent of plannmg in the ’fifties, the agricultural 
price policy became an integral part of planning for development 
The basic considerations for the food policy were stated in the 
First Five-Year Plan " Foodgrains occupy a piv otal place in 
the price structure, and if this latter has tcHbe safegu^ed, 

It must be, the prices of foodgrains must be held stable at levels 
within the reach of the poorer sections of the community Even 
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a moderate short fall in the supply of foodgrains is likely, under 
Indian conditions, to raise their prices more than proporxiona- 
tely, and a nse in food prices leads directly to a rise m the 
cost of living and m production costs, all-round ” So far as 
the interests of farmer as producer are concerned, the Plan says 
‘This does not, of course, mean that the producei of foodgrains 
should not get a reasonable return On economic as well as 
social giounds, it is vital that he does But, the real return 
that he gets does not depend only upon the prices he obtains 
for this produce, it depends as much upon the poces he in 
turn has to pay for what he buys If an increase m food prices 
raises these latter, he may be no better off m the end and may 
even be worse off” On the whole, the First Plan stressed the 
need for controlling the food prices and maintenance of certain 
maxima It also referred to the need to prevent prices from 
falling below remunerative levels. However, according to the 
Plan,^ “In the last analysis what limits the income of the primary 
producer is low productivity To increase this latter, what is 
needed is a programme of public investment which will give 
him the water, the power, the seeds and the manures he needs ” 

The period between 1951 and 1957 — le, the period during 
the First Five-Year Plan and first half of the Second Five-Yeai 
Plan — ^saw successive changes in Government policy from com- 
plete control to complete decontrol and back to the partial con- 
trols Durmg the post-war and Korean boom periods, infla- 
tionary forces had gathered momentum and hence strict controls 
such as rationing, ban on inter-State movement of foodgrains, 
etc , were imposed However, the supply situation regarding 
foodgrains improved during the initial period of the First Five- 
Year Plan and it seemed that the economy as such had been 
restored to a measure of equilibrium The move towards decon- 
trol that had started in June 1952 with the abandonment of 
statutory rationing in Madras was further strengthened The 
prices began to show downward trend and the balance was now 
swung in favour of complete decontrol The Goveniment also 
announced support prices for wheat, jowar, maize, rice and 
gram However, no steps were taken durmg this penod to build 

4 Report on the First Five-Year Plan, Planning Commission, Govern- 
ment of India (1952), p 173 
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up buffer stocks This was a seiious omission but at that time 
adequate storage facilities with the Government did not exist and 
the improvement in food situation was considered to be semi- 
permanent However, this period of missed opportunity revealed 
one thing — that the Government price policy was still one of 
expediency rather than of a purposeful long range plan The 
declining tiend of puces, as seen earlier, lasted only iipto the 
middle of 1955 after which it was reversed 

In view of nsing prices, the Government of India set up in 
1957 the Foodgrains Enquiry Comnoittee under the chairmanship 
of Shri Asoka Mfehta Its terms of reference were (i) to review 
the food situation and examine the causes of rising trend of 
food prices since the middle of 1955, (n) to assess the likely 
trends in demand and availability of foodgrains over the next 
few years and to make recommendations to ensuie a level of 
puces which would provide the necessary incentive to the pro- 
ducer with due regard to the interest of the consumer and main- 
tenance of a reasonable cost structure in the country The Com- 
mittee came to the following conclusion "The solution to the 
food problem, in our view, lies between complete free trade and 
full control Food controls involve regulation of consumptipn 
production and trade Comprehensive controls of the war-time 
type extend to all these activities But in less difficult situations, 
control of trading activity, supplemented by some regulations of 
consumption and directionmg of production should be adequate 
and is, indeed, likely to give better results as a whole than full- 
scale control of distribution as well as supply Such a via media 
will no doubt, involve an appreciable degree of control, but that 
should be largely of a counter-vailing or regulating rather than 
restrictive character According to the Committee, the instabi- 
lity of food prices was expected to remain with us for some time 
to come Hence it suggested that the State should assume the 
role of a '"dominant trader in the economy” in order to influence 
the demand for and supply of foodgrains through trade opera- 
tions spread over time and space This could be done by 
(0 building up stocks in good years which can be drawn upon in 
bad years, (ii) purchasing stocks during harvest season which 
can be utilised during lean season and (m) acquinng stocks in 


5 Repoit of the Foodgrains Enquiry Committee, Op cit , p 77 
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surplus States for disposal in deficit States. This was the essence 
of the policy of State trading in foodgrains. Its other specific 
recommendations were (i) formation of Foodgrains Stabilisation 
Organisation, (ii) licensing of wholesale dealers, (m) continuation 
of marketmg zones that the Government had established earlier in 
1957, (iv) fixation of minimum and maximum prices, (v) main- 
tenance of a reserve stock as distinct from a buffer stock for 
periods of real crisis and (vi) import agreements The Foodgrains 
Stabilisation Organisation was to be organised with branches and 
agencies of its own in all important markets for undertaking buffer 
stock operations, that is, purchase and sale of foodgrains on a 
substantial scale with a view to controlling the prices Policy 
making and operational functions of this orgamsation were to be 
divided into two distinct parts The Government accepted many 
of these recommendations especially pertaining to regulatory mea- 
sures But instead of setting up a separate Foodgrains Stabi- 
lisation Organisation, the Government decided to utilise the pur- 
chase organisation in the Department of Food to ensure adequate 
and continuous contact with the market 

The price policy as enunciated m the Third Five-Year Plan 
which was framed m 1961 embodies majority of the recommen- 
dations of the Foodgrains Enquiry Committee The Plan says ° 
“The farmer should have the necessary incentive to make these 
investments (investments in fertilizers, adoption of improved 
practices, etc) and to put in a larger effort. A policy designed 
to prevent sharp fluctuations in prices and to guarantee a cer- 
tain minimum level is essential in the interest of increased pro- 
duction It IS important also that the appropriate measures or 
policies should be enunciated and announced well in time to 
ensure that the benefit accrues to the farmer The other objec- 
tive, no less essential, is to safeguard the interests of the con- 
sumer, and, It IS particularly necessary to ensure that the 
prices of essential commodities such as foodgrains do not rise 
excessively The key to stabilisation is the building up of 
buffer stocks and operatmg on them through continuous pur- 
chase and sales over a wide front Since prices vary between 
different parts of the country, there may be purchasing opera- 

6 Report on the Third Five-Year Plan, Planning Commission, Govern- 
ment of India (1961), pp 130-131 
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tions in some parts and selling operations m others ” On ope- 
rational side the Plan says '‘A network of co-operative and 
governmental agencies close to the farmer, licensing and regula- 
tion of wholesale trade, extension of State trading m suitable 
directions and a considerable sharing by Government and co- 
operatives in distribution arrangements at retail stage are essen- 
tial for the success of purchase and sale operations for stabilising 
prices and correcting seasonal and regional variations” 

Several measures have been taken to implement this price 
policy The chief measures taken so far are ban on exports of 
cereals from India, arrangements for imports from abroad under 
special tel ms, eg, PL 480, internal procurement of nee and 
wheat, distribution of imported and internally procured grams at 
reasonable puces, demarcation of marketing zones (demarcation 
IS flexible depending on the circumstances), regulation of forward 
trading, licensing of wholesale dealers, restrictions on bank ad- 
vances against the hypothecation of foodgrams, fixation of mini- 
mum prices, imposition of floor and ceiling prices, etc Of these, 
two important measures — State trading in foodgrams and market- 
ing zones — ^may be discussed in detail 

State Trading in Foodgrams 

A provisional scheme for giving effect to the Foodgrams 
Enquiry Committee’s suggestion on State trading was announced 
by the Government in April 1959 It was announced that State 
trading would be confined to two mam commodities — wheat and 
rice — and the whole operation would be conducted on no-profit- 
no-loss basis The Government decided to set up an agency for 
making direct purchases from the producers at controlled prices 
which would be generally uniform for the whole State or the 
region. This decision was taken with a view to assure a mini- 
mum pnee to the producers The wholesale traders and millers 
in wheat and rice were licensed throughout the country They 
were allowed to make purchases on their own but were required 
to pay to the farmer the minimum price fixed by the Govern- 
ment One of the mam conditions of the licence for wholesale 
traders was to enable the Government to impose a levy on whole- 
sale traders and on nee mills to obtain such proportions of the 
quantities purchased bv them as mav k« j 
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allowed to sell the remammg stock to the retailers at prices not 
exceeding the controlled prices The retail transactions were not 
brought within the orbit of State control as it would have 
involved large scale intervention by the State and imposed a 
severe administrative burden on it However, it was decided to 
influence the retail prices by mcreasmg the number of fair price 
shops and speeding up the formation of consumers’ co-operative 
societies On the whole, it was implied that existmg market 
arrangements would not be disturbed and the changes were visua- 
hsed withm the existmg framework. 

Accordingly this scheme was put mto practice and the pro- 
curement operations in rice and wheat which were confined 
mostly to surplus areas m the preceding seasons were extended 
to deficit areas too as recommended by the Foodgrams Enquiry 
Committee However, the sdieme ran into difficulties^ as it was 
put into practice in a haphazard way — without takmg into cogni- 
zance the economic forces In Uttar Pradesh, for example, the 
procurement prices for wheat were fixed much lower than those 
dictated by the forces of demand and supply With the result, 
market arrivals of foodgrams m some States were low despite 
large output Besides, the extent of compulsory levy imposed 
on wholesale traders was exorbitant in some States For exam- 
ple, m UP compulsory levy of 50 per cent of the stock and 
subsequent purchases was imposed on wholesale dealers as well 
as on Kacha Arhatiyas (commission agents of the producers) 
This broke the traditional link between the producer and the 
market 

In Punjab, on the other hand, the Government only assumed 
the right of prior purchases of the whole or any part of market 
amvals at pnces arrived at the normal process of bidding m 
the market The working of the scheme was, therefore, quite 
successful and did not result m dislocation of normal function- 
ing of the market 

However, on the whole, the experience of State trading was 
not veiy happy In deficit areas, it pushed up the pnces The 
buffer stocks can be built up adequately and fruitfully in the years 

7 Refer to the Report on an Enquiry into the Pace and Pattern of Market 
Arrivals of Foodgrams — 1958-59 Season, Directorate of Economics and 
Statistics^ Ministry of Food and Agnculture, Government of India (1959) 
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when prices are falling The earlier years up to 1955 provided 
that opportunity but it was missed The prmciple of State trad- 
mg began to be accepted rather very late, though this was not 
altogether a new concept This measure has been successfully 
attempted m many countnes and even in our country the sug- 
gestion of State trading was put forward by the “Prices Sub- 
Committee of the Policy Committee on Agriculture, Forestry and 
Fisheries” as long back as in 1944® In periods of rising prices, 
a tendency to withhold supplies in the markets arises And this 
pnce consciousness of the producer has been buttressed further 
durmg these years with his capaaty to withhold his produce. 
High prices m the past have left enough cash income with some 
farmers to meet their immediate needs They are, therefore, not 
under the compellmg necessity to part with their harvest imme- 
diately Moreover, due to Plan programmes the producers have 
better access to cash resources mcludmg co-operative credit, gov- 
ernment loans, grants, etc , the extent of which has been steadily 
increasing All these factors contnbuted to failure of State trad- 
ing m 1959 The procurements were, therefore, given up in the 
defiat areas completely and in other areas they were made less 
ambitious 

The Maiketing Zones 

The marketing zones were introduced for the first tune in 
the year 1957, when the foodgrains price situation began to dete- 
riorate During this period three wheat zones and one rice zone 
were created Composition of these zones as well as commodi- 
ties for which movements were restricted have changed from 
time to time depending upon the general supply situation and 
the pnce trends For example, all zonal restrictions on move- 
ment of wheat and wheat products were removed from April, 
1961 but are reimposed from July, 1964 On the other hand, 
the rice zones which were in existence till recently have been 
abohshed 

The idea behmd dividing the country into different zones 
was to match deficit States with surplus States so that they can 
be converted into self-sufficient units The movement of cereals 
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Within the zone is permitted^ but movement outside the zone is 
prohibited except under special permit This policy, besides 
achieving regional self-sufficiency, is expected to conserve sup- 
plies for local use, facihtate procurement of foodgrams by the 
State and check speculative rise in prices and profiteenng This 
would also minimise the demand on government supphes and 
would eliminate cross movements of particular cereals 

Commenting on the zonal system as it was prevalent durmg 
1957 the Foodgrams Enquiry Committee observed, ‘‘ these 
zones by themselves play a useful role especially during the 
transition period between free trade and physical controls. But, 
if zones are introduced in a haphazard manner and without pro- 
per attention being paid to the effect that they are likely to 
produce on the consumers outside the zones, there may be con- 
siderable dislocation and distress in the imtial penod If the 
zones are changed too often, that upsets the normal trade pattern 
and creates considerable difficulties all-around Prior arran- 
gements for adequate supplies for deficit areas outside the zones 
should be invariably made before any scheme for zoning is im- 
plemented Once a zone is formed it should be maintained on 
a relatively long-term basis so that the trade patterns are not 
frequently disturbed 

It is very diffiicult to assess the impact of marketing zones 
on marketing structure and therefore on price structure with the 
data available The marketmg structure as is in existence in 
the country is evolved on the basis of consumers’ preferences 
for certain varieties of cereals and their availability These tra- 
ditionally established channels get disturbed no sooner restric- 
tions on movements of foodgrams are imposed This is espe- 
cially so between two different zones where movement is prohi- 
bited For example, in the case of Southern Rice Zone where 
traditionally surplus Andhra rice were being exported to Maha- 
rashtra and Gujarat, the zonal restnctions cut off this established 
normal trade channel and imports of Andhra rice to Bombay 
declined from 139,000 tons in 1955-56 to only 7,000 tons m 

9 In practice, however, restrictions have been imposed in some cases 
on movement of commodity withm the zone too 

10 Report of the Foodgrams Enquiry Committee, Op at, p 99 
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1961-62^^ New markets for Andhra surplus had to be sought in 
Kerala and with this new facilities had to be created for credit 
requirements, remittances, etc, which are essential for the deve- 
lopment of trade 

Besides disturbing the existing marketing structure, the sys- 
tem of zones contributed greatly to the pace variations among 
the markets A study of rice prices for the period 1956-62 re- 
veals how the structure of geographical prices got distorted The 
average prices for each market for the period 1956-62 ranged 
from Rs 35 30 per quintal at Imphal to Rs 62 63 at Chiplun 
m M'aharashtra Even neighbouring markets showed larger diffe- 
rences m prices In Sambalpur, the average price was Rs 43 92 
a quintal In Jamshedpur, 314 kilometers away by rail, the price 
was Rs 60 22 The difference in prices between the two centres 
was Rs 16 30 whereas the rate for rail transport of rice was 
only Rs 1 30 a quintal Similarly, between Nandgarh and Chip- 
lun prices differed by Rs 13 SI a quintal, between Raipur and 
Nagpur by Rs 11 60 and between Balasore and Contai by 
Rs 1093 There may be other reasons for these price vanations, 
e g , difference in vanety There are about four thousand varie- 
ties of rice in India But these would not cause so large varia- 
tions between geographically adjacent markets The largest sin- 
gle cause for the wide variations in prices of rice during 1956-62 
therefore had been the system of rice zones 

For more recent period — 1963-64 — some information is avail- 
able regarding pnces of wheat and rice in different zones In the 
rice zone comprising Southern States of Andhra Pradesh, Mad- 
ras, Kerala the increase in price of rice in 1964 over 1963 was 
11 per cent, 23 per cent, and 33 per cent respectively This 
shows that in this zone where deficit and surplus States were 
matched large price variations could not be checked and even in 
the surplus region there was increase in the price level Similarly 
a distorted picture regardmg wheat prices exists. The increase 
m pnce of wheat during the period was 18 per cent in Punjab 
and 16 per cent in Delhi on one hand and 47 to 56 per cent m 

11 V M Jakhade, “Foodgrams Marketing Zones m India,” paper sub- 
mitted to the Seminar on “Marketing of Agricultural Commodities,” held 
by the Indian Society of Agricultural Economics m Novembei, 1963 
See Report (1965), p 46 
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Uttar Pradesh, 46 to 59 per cent m Bombay, 41 per cent in 
Rajasthan and 24 per cent in Gujarat on the other Regional 
price vaiiations have mcreased during the functioning of vanous 
marketing zones The prices in surplus States, though they 
recorded a decrease in the mitial period with the introduction 
of zonal restrictions, have tended to mcrease in the recent penod 
and no evening out of the price spread within the States in the 
zone concerned is taking place 

Measures for Non-Foodgrains 

The measures for regulatmg or controlling prices of non- 
food commodities like cotton, jute, oilseeds, sugar, etc, have 
varied from time to time depending upon prevailing supply situa- 
tion. In times of rismg prices, restnctions are imposed on for- 
ward trading and exports, imports are liberalised and selective 
credit controls are effected On the other hand, in times of 
downward tiend in prices imports are reduced, export quotas are 
liberalised, etc. 

For example, in case of oilseeds there are no statutory price 
controls but the prices are influenced in desired directions by 
means of changes in foreign trade policies, regulation of forward 
trading (this has been totally banned recently), control on bank 
advances against hypothecation of stock of these commodities, 
etc Duniig the last decade oilseed prices, as seen earlier, have 
ruled high and hence export quotas have been restricted How- 
ever, in view of the fact that oilseeds are foreign exchange earners, 
these restnctions are not of stringent nature 

In case of cotton, both statutory mimmum and maximum 
pnces have been enforced since 1943 but here too the mam 
mechanism of control has been through export-import pohcies, 
control over movement and distribution, regulation of forward 
trading, etc 

Jute is another important commodity in case of which defi- 
nite steps are taken for stabilising prices at a level that would 
be economic to the grower as well as the jute industry From 
1959-60 to 1960-61 jute prices tended to move very high and 
hence imports were stepped up, and restrictions were imposed 
on forward transactions When jute price declined in 1964, 
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a Buffer Stock Agency was set up to undertake purchase opera- 
tions 


On the whole, it can be observed that these regulations are 
of a very broad nature and compared to foodgrains, pnces of 
non-foodgrains commodities are given more free play It is be- 
cause of this that relative pnce variability in case of these com- 
modities IS highei compared to that of foodgrains 

Recent Measures Incentive Puces and Food Corporation 

of India 

The Government policy on prices of foodgrains has been on 
one hand to assure the producer of a reasonable return and on 
the other to safeguard the interests of the consumer However, 
few concrete steps were taken for implementation of the first 
objective Support prices were declared fiom time to time, but 
they were essentially the basis for compulsory procurement, as a 
part of the policy of “State Trading/'' and were about 20 per 
cent below the market prices prevailing during the penod 

In view of the almost stagnant rate of growth of agricul- 
tural production and consistently rising trend m food prices dur- 
ing the first three years of the Third Five-Year Plan, the problem 
has once again engaged the attention of the Government It has 
been decided to take several measures specifically directed to- 
wards influencing the production and distribution of foodgrains 
The Government has decided to announce guaranteed minimum 
prices for rice and wheat well in advance of the sowing season, 
so as to influence the investment decisions of the farmers and 
minimise the impact of uncertainty regarding pnces Minimum 
prices for rice and wheat have been already announced for the 
1964 65 agricultural season 

One of the major instruments for implementing this pnce 
policy will be the recently established (January, 1965) Food Cor- 
poration of India The primaiy duty of the Corporation will be 
to undertake the purchase, storage, transport, distribution and 
sale of foodgrains and other foodstuffs The Corporation will 
work as a statutory organisation, wholly owned by the Gov- 
ernment But It will be encouraged to function generally as an 
autonomous body, working on business principles and having re- 
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gard to the interests of producers and consumers Presently, it 
will have its head office at Madras and will have powers to esta- 
bhsh, with the approval of the Central Government, offices or 
agencies at other places in or outside India 

The initial capital of the Corporation will be Rs 100 crores, 
provided solely by the Central Government The Corporation is 
also authorised to augment its resources by taking advances 
against tne stocks held by it from scheduled banks or any other 
bank or financial institution, approved by the Central Govern- 
ment The Government of India may guarantee such loans as 
to the repayment of principal, the payment of interest thereon and 
other incidental charges 

State Food Corporations will be established m different 
States in consultation with the Slate Governments, so as to make 
the functioning of the Central Corporation effective These State 
Food Corporations will be subsidiary and subordinate bodies to 
the Central Corporation, working in different areas, and not auto- 
nomous or semi-autonomous bodies 

As a first step in the direction of building up adequate buffer 
stocks in foodgrams, the Food Corporation of India would start 
its purchase operations in the Southern zone from January 1965 
It is expected to build for itself a commanding position in the 
nee trade m that region To start with, the Corporation would 
not procure rice on monopoly basis, but the Government may 
take recourse to it and requisition the stocks under the Essential 
Commodities Act and the Defence of India Act, if necessitated 
by events 

The Corporation will, in due course, turn its attention to 
the long-term objective of assisting the farmer m the overall 
mcrease of agricultural production Credit will be the pnncipal 
means by which the farmers would be brought closely with the 
Corporation’s activities The rate of interest on credit advanced 
would be as low as possible The Corporation would also under- 
take the supply of productive inputs to those farmers who enter 
into agreement with it It may also set up or assist in setting 
up nee mills, flour mills and other undertakings for the proces- 
sing of foodgrams and other foodstuffs Thus the Food Corpora- 
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tion of India is expected to play a predominant role m coming 
years 

A cultural Faces Commission 

In January 1965, the Government of India constituted an 
Agricultural Prices Commission under the chairmanship of Pro- 
fessor M L Dantwala Initially set up for three years, the 
Commission will continue as long as necessary and will periodi- 
cally submit reports to the Government on agricultural commo- 
dities 

The terms of reference of the Commission are 

1 To advise on the price policy of agricultural commodi- 
ties, particularly paddy, rice, wheat, jowar, bajra, maize, gram 
and other pulses, sugarcane, oilseeds, cotton and jute with a 
view to evolving a balanced and integrated price structure in the 
perspective of the overall needs of the economy and with due 
legard to the interests of the producer and the consumer, 

2 To recommend from time to time, in respect of different 
commodities, measures necessary to make the price policy effec- 
tive, 

3 To examine, where necessary, the prevailing methods 
and costs of marketing of agricultural commodities in different 
regions, suggest measures to reduce costs of marketing and recom- 
mend fair price margins for different stages of marketing, 

4 To keep under review the developing price situation and 
to make appropriate recommendations, as and when necessary, 
within the framework of the overall price policy, 

5 To keep under review studies relating to the price pohcy 
and arrangements for the collection of information regarding agri- 
cultural prices and other related data and suggest improvements 
in the same, and 

6 To advise on any problems relating to agricultural prices 
and production that may be referred to it by the Government 
from time to time 
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AGRICULTURAL FINANCE 

In the context of planned agncultural development of the 
country, provision of adequate credit both for short term and 
long-term needs of the agnculturist becomes a vital issue The 
Indian farmer, due to the small size of his farm, has hardly any 
saving of his own The traditional source of finance has been 
and continues to be the village moneylender and although some 
amount of finance is being made available from Government 
and the co-operative movement which has tried over the last 
SIX decades to extend its operations, the total resources provided 
from these somces are inadequate But the problem of agri- 
cultuial finance in a developing economy is one not only of 
enlarging the supply of credit and making it available on reason- 
able terms, but also of building up institutional agencies which 
take an integrated view of the requirements of the agnculturist 
and enable him to organise his operations on a proper economic 
basis 


This question was examined in great detail and a compre- 
hensive analysis presented in the Report by the Committee of 
Direction of the All-India Ruial Credit Survey appointed by 
the Reserve Bank of India According to the findings of the 
Survey, as given in the General Report, as much as 70 per cent 
of agricultural credit was provided by the moneylender The 
share of the Government was 3 3 per cent and that of the co- 
operatives 3 1 per cent of the total The Survey data relate to 
th^ year 1951-52 Since then the share of the co-operatives has 
mcreased considerably,^ but the overall importance of the money- 
lender as the prime constituent of the agncultural credit machi- 
nery has not materially changed It is proposed in this chapter 
to outline the role of the Government and moneylender in the 

1 The recent Rural Credit Follow-Up Surveys conducted by the Re^ 
serve Bank of India indicate that co-operatives f^rovid^ about 17 to 21 
per cent of the ciedit needs of cultivators 
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provision of agricultural credit The progress of the co-operative 
movement will be reviewed in the next chapter 

GOVERNMENT FINANCE FOR AGRICULTURE 

Takavi is the ancient and traditional form of Government 
assistance to the agriculturist and dates back to the Indian, 
rulers of the pre-British era It has been essentially an amelio- 
rative measure to enable the farmer to tide over emergencies such 
as flood or famine The advancing of loans by Government to 
finance the emergent needs of the agriculturist on a regular basis 
began towards the end of the century with the passing of the 
two legislative measures, (i) the Land Improvement Loans Act 
of 1883 and (n) the Agriculturists’ Loans Act of 1884 While 
the former is broadly concerned with the long-term loans, the 
latter is concerned with the short term accommodation. Both 
these Acts were passed on the recommendation of the Famine 
Commission of 1880 Takavi therefore came to play an im- 
portant role in times of famine and distress The fact that these 
Acts or their derivatives have been in operation in all States 
(except Kerala, Rajasthan and Jammu & Kashmir where specific 
Acts are in operation) and the fact that disbursement is generally 
made through the revenue agency have brought about a cer- 
tain measure of uniformity in the system of takavi in most 
States Smce the World War II and paiticularly after Indepen- 
dence, loans and grants made under the Grow More Food 
schemes, schemes of rehabilitation of displaced persons and the 
Community Development Programme have resulted in a note- 
worthy expansion of the takavi finance without, however, making 
any significant alteration in its administrative and legal frame- 
work 

Takavi loans are advanced maihlv ^fo r^to^pur^^ es of pur- 
chase of seeds, manures, fertilizers and catl^^^^Bg and level- 
ling up of land, undertaking soil conservation works, digging 
and repair of wells, installation of pumping sets, persian wheels, 
etc, construction and maintenance of irrigation channels, re- 
clamation of waste land, purchase of agricultural implements 
and machinery such as tractor, etc , adoption of plant protecton 
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measures, adoption of improved agricultural practices, establish- 
ment of orchards, purchase of fodder for cattle, maintenance of 
cultivators while engaged in sowing and tilling their lands prior 
to the next crop and undertaking repairs and reconstruction 
of houses damaged by floods, etc Loans issued for giving 
lelief to persons who have been victims of floods, famines, etc , 
are not shown as such, but are described in the relevant loan 
bonds as for one or more of the purposes listed The nature of 
security usually demanded for Government loans is immovable 
property The loans, however, are advanced at low rates of 
inteiest 

In recent years, especially smce the commencement of the 
First Five-Year Plan, there has been a substantial steppmg up 
in the finance by the Government to agnculturists by way of 
loans Table I indicates the volume of such advances made by 
the State Governments smce 1948-49 for specified years 

Table I 

LOANS AND ADVANCES TO AGRICULTURISTS 
1948-49 TO 1960-61 

(Rupees in crores) 


Year 

Amount advanced 

1948-49 

11 1 

1950-51 

14 0 

1955-56 

33 1 

1960-61 

42 1 


The quantum of distress finance cannot be exactly ascer- 
tained in the absence of adequate data But according to the 
Committee on Takavi Loans and Co-operative Credit, it may 
be taken at about one-third to one-fourth of the total over a 
period of years in the past^ The overdues position as can be 

2 Report of the Committee on Takavi Loans and Co-operative Credit, 
Ministry of Community Development, Panchayati Raj & Co-operation 
(Department of Co-operation), Government of India (August, 1962) 
(Mimeographed), p 27 
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seen from Table II has deteriorated year after year in relation 
to demand and outstandings 

Table II 

OVERDUES POSITION 

(Rupees in croies) 

Particulars 1958-59 1959-60 1960-61 


1 

Demand for the year 

519 

56 2 

59 6 

2 

Amount lecovered during the year 

21 8 

19 4 

218 

3 

Overdues at the close of the yeai 

30 3 

36 9 

37 7 

4 

Outstandings at the close of the 
year 

106 0 

119 2 

138 6 

5 

Percentage of overdues to demand 

58 3 

65 7 

63 3 

6 

Percentage of overdues to 
outstandings 

28 6 

30 9 

27 2 


NB Data relate to all States except Jammu & Kashmir for which 
figures were not available 

In spite of a large increase in the quantum of Government 
finance the total resources provided are still inadequate in rela- 
tion to needs Further as the Rural Credit Survey has pointed 
out, the benefits of this assistance do not always reach the small 
farmer Accordmg to the Rural Credit Survey Report, the all- 
India average of borrowings per cultivator from the Government 
was Rs 24 for big cultivators whereas the same for small culti- 
vators was only Rs 4 Altogether the large cultivators who 
constituted about 30 per cent of the total accounted for nearly 
60 per cent of the borrowings from the Government In con- 
trast, the share of the small cultivators who formed 30 per cent 
of the total number of cultivators was only 10 per cent of the 
total borrowings^ A part of the explanation for this uneven 
distribution lies in the fact that medium term loans and long- 
term loans for improvement which constitute the bulk of such 

3 If related to the proportion of land ownership /operation by the 
vanous classes, the disparity will be much less 
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loans are normally sought by the comparatively well-to-do culti- 
vators Further, smaller land holders and tenants cannot avail 
of takavi loans as they are unable to furnish the security as 
required by the rules 

Usually, takavi loans are sanctioned agamst the following 
three types of securities 

(a) The borrower’s interest in the land to be improved 

(b) Collateral security of other lands belonging to the 
borrower, or the surety offered by other persons to 
support the claims of the borrower 

(c) Jomt secunty of the village community or a group of 
cultivators 

In practice, however, a great deal of importance is attached 
to the ratio of the loans granted to the value of the collateral 
pledge According to the Rural Credit Survey, the proportion 
of Government loans secured against immovable property was 
100 per cent in Hyderabad, 99 per cent in Mysore, 97 per cent 
m Bombay, 95 per cent in Vindhya Pradesh, 89 per cent in 
Madras, 79 per cent in Madhya Pradesh and 75 per cent in Pun- 
jab * The Grow More Food Enquiry Committee which reported m 
1952 also referred to the undue emphasis on property as a basis 
for security and observed that takavi loans for sinking wells 
could not be availed of by the smaller land holders and tenants 
in many cases for lack of land or other security to offer Com- 
plaints have also been made against the system of entrusting the 
distribution of takavi in kind to local committees Such com- 
mittees often represent the upper classes and land holding inte- 
rests in the village. Therefore, considered as a system of supply 
of agricultural credit to the cultivators, it suffers from defects 
which result in ‘‘inadequacy of amount, inequality of distnbution 
and inappropnatencss of the basis of security”® 

Some of the other undesirable features of the takavi finance 
relate to too much delay in disbursement of the loan, inadequate 

4 Report of the Committee of Direction, All-India Rural Credit Sur- 
vey, Volume 11 — The General Report, Reserve Bank of India (1954), 

p 202 

5 Ihid. p 199 
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supervision and lack of co-ordination between the different de- 
partments concerned with the operation of the takam system 
These deficiencies can be traced to the administration of these 
loans which is in the charge of the revenue agency and recently 
of agriculture and development departments of the State Gov- 
ernment The officials of these departments are burdened with 
multifarious duties and are not equipped to deal with the task 
of assessing credit requirements or of supervising the use of the 
credit when granted Further, there is the problem of lack of 
co-ordination between the different departments — agriculture, 
revenue, community development, rehabilitation All these de- 
partments are empowered to issue loans for most of the pur- 
poses enumerated earher, with the result that an agriculturist 
can obtain loan from different departments for the same purpose 
Thus the system of Government loans is prone to considerable 
overlapping Further as co-operative societies and land mort- 
gage banks also advance loans for the same purposes for which 
takavi loans are advanced, it results in the grant of unco- 
ordinated and excessive credit to some persons particularly 
bigger and influential cultivators and denial of any credit to 
others equally needy but lacking influence 

The question of the suitability of takavi system for supply- 
ing the credit needs of cultivators was examined by several com- 
mittees The Indian Central Banking Enquiry Committee (1931) 
was of the view that the Government obviously cannot provide 
all the credit requirements of agnculturists and at the same time 
piecemeal and sporadic supply of a fraction of such requirements 
was sure to fail The Agricultural Finance Sub-Committee (1944) 
also agreed with the above viev/ and added that the system of 
takavi which originated m times of distress and famine should 
continue to operate as distress finance The Rural Credit Survey 
Committee (1951-52) characterised the takavi “to be httle else 
than the ill-performed disbursement of inadequate moneys by 
an ill-suited agency,”® and recommended that the Government 
finance should be strictly limited, subject to transitional excep- 
tions, to periods of widespread distress, on the ground that any 
large institutional development on the part of the Government 


6 Ibid 
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for providing timely and adequate credit to millions of agricul- 
turists IS beyond its administrative and financial resources 

For a variety of reasons, therefore the consensus of in- 
formed opinion has been against the continuance and develop- 
ment of the system of takavi as a regular source of supply of 
credit to the agriculturist This view has found favour with the 
Government which, through a resolution of November, 1958 
passed m the National Development Council, considered it 
essential to channelise takavi loans and allied facilities through 
co-operatives so that conditions may be created in which every 
rural family will find it advantageous to join the village co- 
operative, the only institutional agency at the village level which 
should supply credit to agriculturists Recently, the Committee 
on Takavi Loans and Co-operative Credit was appointed by the 
Government of India in July, 1961 to examine, inter aha, the 
organisational, procedural and administrative diflaculties that 
came in the way of successful implementation of the policy of 
routing takavi loans through co-operatives After examining 
the question in detail, the Committee recommended the dis- 
continuance of Government credit for normal production and 
land improvement purposes There are, however, certain pur- 
poses, areas and classes of people for which because of technical 
nature of operations or the financial risks involved or delayed 
returns on investment or the weak character of co-operatives. 
Government will have to continue to provide finance directly 
to agriculturists In all other cases, co-operatives should be ac- 
cepted as the institutional agency for agricultural credit and 
funds available with the Government for making advances to 
agriculturists should be utilised to supplement the resources of 
the co-operatives At the same time. Government should con- 
tinue to make budgetary provisions in an increasing measure for 
financing agnculturists and utilise such provisions for strengthen- 
ing the structure and resources of the co-operatives ^ 

MONEYLENDER FINANCE 

We may turn now to the pnvate financing agencies in the 
field of agriculture Apart from commercial banks, which 

7 Report of the Comoiittee on Takavi Loans and Co-operative Credit, 
Op at, pp. 62-63 
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supply only about 1 per cent of the total borrowings of cultiva- 
tors, these comprise professional moneylenders, agricultural 
moneylenders, relatives, traders and landlords The investiga- 
tions made by the Rural Credit Survey showed that as much as 
90 per cent of the total credit available to cultivators came from 
these sources Loans from relatives constituted 14 per cent of 
the total borrowings reported These loans are interest-free and 
may be regarded as a special category Some 6 per cent of the 
total borrowings of cultivators was from traders and commis- 
sion agents, these, again, are not loans so much as advance 
instalments of the purchase price, and often carry no interest 
Professional moneylenders supply about 45 per cent and agri- 
cultural moneylenders about 25 per cent of the total credit 
available As the Rural Credit Survey sums up the situation 
“Among creditors the moneylender, and among moneylenders 
the professional moneylender, dominates rural credit” 

The dominant role of the moneylender and his various 
devices to extort the maximum from his debtors have been the 
subject of much comment and discussion But, it must not be 
forgotten that the moneylender adapted his practices to the 
needs of the situation, his terms and conditions were ‘flexible" 
even if onerous, he was always ready at hand, and, after all, 
a member of the rural community An effective substitute for 
the moneylender has yet to be discovered, neither Governmental 
finance, nor co-operative finance has so far provided these 
other facilities which matter a great deal to the farmer 

The fact that the moneylender was the only source of 
finance at a time when the economy was being more and more 
monetized reduced the agriculturist to a position of sheer depen- 
dence Moneylender finance was expensive in terms of the rate 
of interest, and the agriculturists’ need for cash went on in- 
creasing Since land was almost the only security which the 
agriculturist could offer, his failure to pay meant, in due course, 
alienation of his land and hence loss of his means of livelihood 
The increasing volume of land transfers from the middle of the 
19th century onwards led to peasant upnsmgs in several parts 
of the country, and Government had thereafter to regulate 
moneylending and scale down rural debt 
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RESTRICTIONS ON TRANSFER OF LAND 

For several reasons, the land values vi^ere nsing rapidly 
since the advent of British rule in India For instance, at the 
time of the annexation of the Punjab, the average value of an 
acre of land in the province was six times the land revenue, in 
1938-39, It was 283 times The moneylenders therefore willingly 
and freely advanced loans: to the agriculturist, got him into the 
coils of debt, forced him to offer a mortgage as security and, 
finally, resorted to foreclosing With the passing of the Regis- 
tration of Documents Act (1864) and the Transfer of Property 
Act (1882), the law came to the aid of the moneylender in ex- 
propriating the cultivator all over India By 1874, in the 
Punjab alone, a million acres were mortgaged and by 1891 the 
figure had gone up to 4 million acres The money was advanced 
on such hard terms that the mortgages generally ended in sale 
Thus the Famine Commission of 1880 recorded the evidence of 
Sir A Mackenzie, the Chief Commissioner of the Central Pro- 
vinces, that in every district through which he had marched he 
was beset by ‘‘unfortunate men anxious to spread before him 
their little bundle of decrees, for many times their original loan 
then sale and after that, the heart-breaking hunting of the camps 
and footsteps of the higher officials who can do nothing but send 
the petitioner away as he came In the Punjab, between 1875 
and 1893, the moneylenders acquired 1,179,000 acres m dif- 
ferent parts of the province and in the single distnct of Gujran- 
wala they purchased over half the land sold during the period® 
This evil of mortgage debt and alienation of land soon assumed 
vast proportions and the agranan discontent found expression 
in several peasant risings in Bombay, Bengal, Oudh, Ajmer and 
other parts of the country 

DECCAN AGRICULTURISTS’ RELIEF ACT 

In Bombay, agranan discontent led, in 1875, to an uprising 
of a large number of people in 45 villages in the Poona district 
and in 22 villages in the Ahmednagar distnct against the money- 
lending classes who were forced to surrender the bonds and other 
securities which were burnt m the open As a result of the re- 

8 M L Darling The Punjab Peasant m Prosperity and Debt (1925) 
p. 233 
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commendation of the Commission appointed to inquire into the 
riots, the Government passed the Deccan Agncultunsts’ Relief 
Act m 1879 for restricting alienation of land and restraint of 
usury This Act authonsed the courts to examine the history 
of the farmer’s debt in suits- against him, to make an estimate 
of the sum actually due and to withhold unreasonable rates of 
interest It protected the debtor from arrest and from sale of 
land unless it was definitely pledged It also provided for the 
restoration of lands to the debtor under certain circumstances 
even if there was a sale deed between the debtor and the creditor. 
An agricultunst owing more than Rs 50 could be declared 
insolvent on application The Act also provided for the appoint- 
ment of debt conciliators The Amendment Act of 1882 pro- 
vided for the redemption of debts before the due date mentioned 
m the bond and empowered debtors to sue for accounts without 
seeking the redemption of mortgaged lands 

A Commission appointed m 1892 to enquire into the work- 
ing of the Act reported that conciliation had only been misused 
m favour of the creditor The Government adopted one amend- 
ment aftei another to cure the Act of its defects but the provi- 
sions were evaded by the cr^itors by over-writing the bonds or 
by acquiring the lands under different forms of sub-leases so as 
to avoid the risk of these being interpreted by the courts as 
mortgages The results of the Act were so disappointing that 
another Commission m 1912 as also the Bombay Banking En- 
quiry Committee recommended its lepeal and its replacement 
by a new Act 

No action was taken in the rest of India until 1895 when 
after consideration of the report on the Deccan Agriculturists’ 
Relief Act, the Government of India addressed Local Govern- 
ments and suggested that some lestriction on the alienation of 
land was desirable As a result, the Punjab Land Alienation 
Act of 1900, the Bundelkhand Land Alienation Act of 1903 
(UP), the NWFP Land Alienation Act of 1904 and the 
Central Provinces Land Alienation Act of 1916 came to be 
passed In general, these Acts laid down that land mortgages 
to members of the non-agricultural class could remain in force 
only for a limited number of years, whereafter the lands were 
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to be returned to the mortgagor free from all encumbrances. 
In the Punjab, the mortgagor could redeem his lands at any 
time during the currency of the mortgage, by depositing a 
certain proportion of the debt as the Deputy Commissioner 
may determine to be equitable, provided the mortgage was m 
the form permitted by the Land Alienation Act In order, 
therefore, to facilitate the redemption of other mortgages by sum- 
mary procedure, the Redemption of Mortgages Act was passed 
in 1913 This Act empowered the Collector, on petition by the 
mortgagor, to summon the parties to attempt to arrive at a 
settlement and to order redemption if he was satisfied that the 
mortgagor had paid the mortgagee a proper sum on account of 
debt Under the Punjab Restitution of Mortgaged Lands Act 
(1938), a mortgagor can present, subject to certain conditions, a 
petition to the Collector praying for redemption of land mort- 
gaged prior to 8th June, 1901 

These measures, however, failed in their mam object, parti- 
cularly for the reason that the law permitted the transfer of land 
from the debtor to a moneylender if he was an “agriculturist’^ 
Nor were benami transactions uncommon in which a profes- 
sional moneylender got the land mortgaged in favour of another 
agriculturist and received the rent through him Indeed, as 
foreseen by one of the members of the Select Committee on 
the Punjab Bill, there appeared “monster fishes in the agncul- 
tural community encouraged by law to swallow smaller 
fishes ” The Land Alienation Act was thus increasmgly availed 
of by the landlord to add to his acres at the expense of the 
peasantry The benefit of the Punjab Redemption of Mortgages 
Act was also limited, as the operation of the Act was restricted 
to mortgages the principal sum secured under which did not ex- 
ceed Rs 1,000 whatever the area of land mortgaged, or to mort- 
gages of land not exceeding 30 acres m area 

That the law failed even in the Punjab, the pioneer province 
to pass the Act, is an indication that the measure was not suffi- 
ciently comprehensive It could not stop the evil of alienation 
of land nor the growth of rural debts In fact the area under 
mortgage increased even during the pre-depression years though 
the contrary ought to have been the case, as more credit could 
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be then raised by mortgaging less lands After the depression, 
the mortgaged area further increased while the amount raised 
thereon declined as is seen from Table 

Table III 

AREA MORTGAGED BY AGRICULTURISTS 1902-06 — 1931-36 


Average of 5 yeais 

Total area moit- 
gaged by agiicul- 
turists 
(acres) 

Mortgage money 
per lupee of 
revenue of area 
mortgaged 
(Rs) 

1902-1906 (Average of 4 yeais only) 

1,89,810 

62 

1906-1911 

2,39,608 

83 

1911-1916 

2,65,274 

86 

1916-1921 

2,59,826 

108 

1921-1926 

2,94,458 

128 

1926-1931 

2,98,013 

116 

1931-1936 

3,27,835 

84 


Between 1891 and 1921 the amount of the mortgage debt 
of the province increased by as much as Rs 25 crores In the 
following decade a burden of another Rs 31 ciores was added 
In 1931, only 17 per cent of the landowners were free from 
debt, the average debt per indebted proprietor in that year being 
Rs 600 as against Rs 463 m 1919 The total debt of pro- 
prietors was about Rs 120 crores or twenty-two times and a 
half I4ie land revenue, and representmg at least a year’s gross 
income of those supported by agriculture, or between 5 and 6 
years’ net income^® 

The situation in other provinces in the pre-British period 
was not far different from that in the Punjab The figures in 
Table IV for some of the provinces given by the Central Banlc- 

9 Repoit on the Land Revenue Administration, Punjab, 1938-39, State- 
ment No XXVII 

10 Cf M L Darling Op cii , pp 9-10 
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mg Enquiry Committee show that even mortgage debts had come 
to bear a large proportion in the total indebtedness of the 
people 


Table IV 

PROPORTION OF MORTGAGE DEBT TO TOTAL AGRICULTURAL 
DEBT IN SOME OF THE PROVINCES 


Province 

Total indebtedness 
(Rs m crores) 

Percentage of 
mortgage debt 
to total agricul- 
tural debt 

Uttar Pradesh 

124 

56 

Madras 

150 

50 

Bengal 

100 

45 

Punjab 

135 

43 

Bihai and Oiissa 

155 

40 

Bombay 

81 

28-36 

Central Piovmces and Berar 

36i 

Hi 


The Royal Commission on Agriculture recommended the 
passing of Land Alienation Acts in all States But this was not 
implemented. 


REGULATION OF MONEYLENDER 

The need for regulating the moneylender’s busmess was 
emphasised by the Royal Commission on Agriculture which 
commended the prmciples underlying the Punjab Regulation of 
Accounts Act, 1930 and the British Moneylenders’ Act of 1927 

11 In 1938, two Acts were passed in the Punjab to amend the Land 
Alienation Act One of these amending Acts enabled the Deputy Com- 
missioner to determine finally whether any peison was to be deemed to 
be a member of an agricultural tnbe foi the purpose of the Act, and 
to set aside benami transfers intended to evade the provisions of the 
Act The other amending Act was intended to check the peimanent alie- 
nation of land to agncultunst moneylenders by their debtors, with a 
view to placing the former class for the purposes of the Punjab Aliena- 
tion of Land Act m the same category as non-agnculturists in the matter 
of peimanent alienation of land by agriculturists 
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to the consideration of the Provincial Governments ^ The Con- 
ference of representatives of Provincial Governments called in 
1934 decided that the matter should be left to the discretion of 
the local authorities Since that year, almost every province passed 
laws to regulate the maintenance of accounts by the money- 
lender These laws, though not uniform, generally provide for 
the maintenance of proper registers of transactions by the money- 
lender showing the amount of each debtor separately, to supply 
the debtor, periodically or on his requisition, until a statement 
of accounts in respect of each transaction and showing him 
the outstanding amount of principal and interest and to issue 
receipts Failure to comply with these regulations makes the 
creditor liable to the loss of interest (wholly or m part) found 
due, as also of costs of suits for the recovery of arrears In the 
Punjab, the penalty is dismissal of the suit, whereas in Assam, 
Bihar, Orissa, Bombay and Uttar Pradesh, the entry of a ficti- 
tious amount in excess of the actual amount loaned out has been 
made an offence punishable with a fine 

These Acts, however, have not been successful, for the 
mam reason that the debtor himself is not in a position to plead 
the fact of his not havmg been supplied with accounts or re- 
ceipts Again, whenever the debtor has had recourse to courts, 
his own Ignorance has made it difficult for him to prove his 
claims 


REGULATION OF INTEREST 

The early laws which authorised the courts to pass decrees 
sanctioning the rates agreed to in the contract gave a stimulus 
to usurious practices which had already come into vogue after 
the disintegration of the rural community When attempts were 
made to check them by having certain provisions in the Deccan 
Agricultuiists’ Relief Act and some of the Land Alienation Acts 
to that effect, the moneylender started over-wntmg the bonds and 
under-wntmg repayments So, in 1918, the Usurious Loans Act 
was passed to protect the debtors against hard and unconscion- 
able bargains by authorising the court to reopen, of its own 

12 Repoit of the Royal Commission on Agriculture m India (1928), 
oara 366. 
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motion, old transactions and to settle the terms equitably But 
the Act was soon found wanting as it was to apply only in suits 
by creditors for the recovery of their dues A debtor could get 
the benefit of the Act only by driving the creditor to the court 
by lefusing to repay a loan This Act, however, was amended 
m 1926 so as to enable the debtors to have recourse to law for 
relief It was found thereafter that even this new Act was limited 
in Its scope as the courts could not give any retrospective effect 
to Its provisions and could reopen accounts only when several 
conditions were fulfilled 

The Central Banking Enquiry Committee made valuable 
suggestions for rectifying these defects by adding some new 
provisions so as to make the new Act really effective In the 
post-depression peiiod, nearly every province carried out this 
lecommendation either by further amending the Usurious Loans 
Act or by including the necessary provisions in other Acts gov- 
erning moneylending or debt relief Generally, the new provi- 
sions made it incumbent on the couits to reopen past transac- 
tions and to award interest at certain prescribed rates In most 
of the provinces a distinction was made between secured and 
unsecured loans, the foimer having a lower rate of interest, 
while in some of the provinces compound interest was forbidden 
Table V gives the maximum rates of interest chargeable under 
the several Acts providing for the regulation of interest 

In Uttar Pradesh, the ariangement is more elastic as it is 
provided that the Government will notify from time to time the 
interest rate in consonance with the money market conditions in 
relation to loans pnor to the Agriculturists’ Relief Act of 1934, 
while on loans subsequent to the Act, the rate of interest varied 
according to the amount of the loan, being lower the larger the 
amount 

In most of the States (Assam, Bengal, Bihar, Madhya Pra- 
desh, Madras, the Punjab and Uttar Pradesh) reduction m pay- 
ment towards accumulated interest was provided by adopting the 
rule of Damdupa\t Under this principle, in Madras, a debtor 
need not pay anything more towards the debt when he has paid 
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twice the principal of the loan In several other States, the pay- 
ment of a sum greater than the principal towards the arrears of 
interest is prohibited 


Table V 

MAXIMUM RATES OF INTEREST ALLOWED 


State 

Relevant Act 

% 

Simple interest per 
cent per annum 

Compound 

interest 

Secured Loans 
Loans Unsecured 

per cent 
per annum 

Assam 

The Assam Money- 
lenders Amendment 
Act, 1943 (Sec 4) 

9} 

12i 

Prohibited 

Bihai 

The Bihar Money- 
lenders Act (Sec 9 
and 10) 

9 

12 

Piohibited 

Bombay 

The Bombay Money- 
lenders Act, 1946 
(Sec 25)1 

9 

12 


Madhya 

Piadesh 

Usuuous Loans Act, 
1918 

12 

18 

10 

Madras^ 

The Madias Agricul- 
turists Act, 1938 (Sec 
13) 

6i 

6i 

" 

Oiibsa 

The Orissa Money- 
lenders Act, 1939 
(Sec 9) 

9 

12 


Punjab 

The Punjab Relief of 
Indebtedness (Amend- 
ment) Act, 1940 

or 2 
per cent 
above the 
bank rate 
whichever 

IS higher 

I2i 



iContd ) 

^ This Act as amended in 1951 provides that the State Government 
may from time to time by notification fix the maximum rates of interest 
for any local areas or class of business of moneylending in respect of 
secured and unsecured loans The rates given here are in force from 
5th July, 1952 

2 The Madras Pawn Brokeis Act, 1961 (Sec 4(i) prescribes 12 per 
cent for secured loans only The Madras Moneylenders Act, 1957 pres- 
cribes interest rates of 9 per cent and 12 per cent for secured and un- 
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Table V (Contd) 


State 

Relevant Act 

Simple interest per 
cent per annum 

Compound 

interest 

Secured Unsecured 
Loans Loans 

per cent 
per annum 

Uttar 

Pradesh® 

The United Piovmces 
Debt Redemption Act 
1940 (Sec 9 (2)) 

4i 

6 

— 

West BengaP 

The Bengal Money- 
lenders Act, 1939 
(Sec 30) 

8 

10 


Pepsu 

The Patiala Relief of 
Indebtedness Act, 

1999 Svt (Sec 5(2) 
(^)) 

7i or 2 
per cent 
above the 
bank rate 
whichever 
is higher 

m 


Hyderabad 

The Hyderabad Mo- 
neylenders Act, 

1349 F (Sec 10) 

6 

9 

Prohibited 

Mysore 

The Mysoie Money- 
lenders Act, 1939 
(Sec 14) 

9 

12 

6 

Travancore- 

Cochin® 

Travancore Civil Pro- 
cedure Code Regula- 
tion 1100 ME 

12 




Cochin Usurious 

Loans Act,' 1111 ME 
(Sec 3(2) (e)) 

12 



Ajmer 

The Bombay Money- 
lenders Act, 1946 
(Sec 25) 

9 

12 


Coorg 

The Coorg Money- 
lenders Act, 1937 
(Sec 8) 

7i 

12 

Prohibited 

Himachal 

Pradesh 

Himachal Pradesh 

Debt Reduction Act, 
1953 (Sec 8 (2)) 

6 

12 



Source Agiicultuial Legislation m India, Vol I — Regulation of 
Money-Lending, Directorate of Economics and Statistics, Ministry of Food 
& Agnculture, Government of India, 1956, pp vii-vui 

3 In case of agriculturists and workmen only 

^ According to the West Bengal Moneylenders Amendment Bill, 1962 
(Sec 5), interest is 15 per cent on secured and 12-i- per cent on unsecured 
loans 

® According to the Kerala Moneylendeis Amendment Bill, 1963, mte- 
rest IS 6 per cent on secured loans for amounts below Rs 25, 9 per cent 
for amounts above Rs 25 For unsecured loans, it is 12 per cent 
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REGISTRATION AND LICENSING OF MONEYLENDERS 

As It was found tliat evasion of law by the moneylenders 
was possible because few cases came before the courts, most of 
the States (Madhya Pradesh, the Punjab, B±ar, Bengal, Bombay 
and Uttar Pradesh) sought to locate the moneylenders by making 
registration and licensing compulsory for them Those money- 
lenders who did not hold any registration certificate were either 
debarred from having recourse to courts of law for the recovery 
of their dues or they were made liable to severe penalties Yet, 
the working of this Act, for example, in the Punjab has had some 
surprising results Only a small number of moneylenders — 9,206 
out of about 55,000 m the provmce — ^registered themselves in 
1939 This IS presumably due to the moneylenders realismg the 
futility of going to court in view of the new agrarian relief legis- 
lation Nevertheless, these provisions for registration and licens- 
ing, if effective, would greatly facilitate the growth of organised 
rural banking and enforcement of rules of business and audit 
under the supervision of the financing banks But the definition 
of the term “moneylender” is not always sufficiently comprehen- 
sive to cover all the moneylenders Moreover, a number of loans 
(such as loans to traders, small loans on equated payments, kind 
loans carrying a certain rate of interest) have been excluded from 
the operation of these Acts As a result, the sifting of the various 
kinds of loans for applying the Act to such of them as come 
under it becomes an extremely complicated task and provides a 
way of escape for many an ingenious moneylender 

MORATORIUM 

The world depiession of 1929 which impoverished most of 
the cultivators necessitated, in addition to regulating the business 
of moneylendmg, some measures of relief to the agriculturist 
debtors Being weighed down by a crushing load of debt, it was 
impossible for them to get even a subsistence income from their 
lands when agricultural prices had fallen almost to half. The 
Provincial Governments therefore tried to devise measures of 
immediate and speedy relief The earliest means adopted was of 
granting a moratorium to prevent the rush of suits and wholesale 
execution of decrees during the penod of formulation of debt 
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lelief measuies Moratorium laws were passed during the "thirties 
m the States of Uttar Pradesh (1934 and 1937), Bombay (1938), 
and Cential Provinces and Berar (pre-Reorganised Madhya Pra- 
desh) (1938) The mam object of this legislation was to stay the 
proceedings against the agriculturist debtors for debts or arrears 
of rent, etc , and to prevent for a certain period (usually one year), 
the transfer of land or other assets of the debtor to the creditor 
While this legislation gave some time to the Provincial (now State) 
Governments for bringing forth comprehensive legislation on debt 
relief it also saved the distressed agriculturists from harassment of 
litigation and from the transfer of their property to creditors in 
execution of court decrees at the then prevailing low prices It 
also gave an opportunity to the debtor to stabilise or improve his 
position during the interval and to develop a capaaty to discharge 
his obligations without parting with his productive assets 

In the remaining former provinces, the Debt Relief Acts pro- 
vided for staymg proceedings in suits and decrees on the applica- 
tion by the debtors for conciliation of debts and thus indirectly 
granted a moratorium in respect of their loans The moratorium 
thereafter varied with the length of time taken by the Conciliation 
Boards to settle the debts 

CONCILIATION OF DEBTS 

With a view to bringing about amicable settlement of debts. 
Debt Conciliation Acts were passed m the Madhya Pradesh (1933), 
the Punjab (1934X Assam (1935), Bengal, Madras (1936) and in 
some of the Indian States Under these Acts* Conciliation Boards 
came to be set up for adjusting the available assets of the debtors 
to the total debts and facilitating repayment m a reasonable 
number of instalments Such a reduction m debt was permitted 
only when creditors to whom 40 per cent (in the case of Madras) 
of the debts were owed agreed to an amicable settlement Credi- 
tors who refused to agree to the Board’s decision were placed 
under ceitain disabilities in recovering their dues {eg, disallow- 
ance of costs of suit and simple interest m excess of 6 per cent) 
while the claims of those who accepted it were given priority. 

13 Vide Agricultural Legislation in India, Vol VIII — Relief of Agri- 
cultural Indebtedness, Government of India (1958), P x 
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The jurisdiction of the Boards was generally one oi two talukas 
Facilities were granted to the creditors to realise the instalment 
amounts through the revenue officers so as to induce them to join 
in an agreement In Bengal, the awards were made negotiable 
by providing that the nght to receive any amount payable under 
an award could be assigned in the manner prescnbed m the 
Act^^ 

The working of these Boards brought considerable relief to 
the cultivators In the Punjab, during the year ending 31st 
December, 1940, the Conciliation Boards disposed of nearly 
26,000 applications involving Rs 246 lakhs, the debts which 
were actually admitted amounted to Rs 91 45 lakhs of which the 
debtors agreed to pay Rs 35 85 lakhs Debts admitted on credi- 
tois’ application only amounted to Rs 1442 lakhs of which the 
debtors agreed to pay Rs 419 lakhs In Madras, a total of 
Rs 508 lakhs was reduced to Rs 265 lakhs during the 28 months 
ending June, 1940 Between 1938 and 1950, only a litth more 
than Rs 10 crores of debt or about 4 per cent of the indebtedness 
could be scaled down, benefiting hardly 5 per cent of the total 
number of agriculturists In Bengal, during 1937-38, debts 
amounting to about Rs 5 crores were scaled down all over the 
province The amount of debt disposed of till 1945 represented 
only 18 9 per cent of the total rural indebtedness in the State In 
Uttar Pradesh, till 1945-46, the amount dealt with was Rs 71 
crores, which formed 29 6 per cent of the total debts 

Defects in Walking 

The exclusion of certain classes of debts under these Acts 
has restricted the scope of benefit Thus, for example, rent debts, 
co-operative debts, debts due to banks, trade debts and debts due 
to Government are partially or totally excluded from many of the 
Acts, or they are included in the Acts subject to certain difficult 
conditions The mabihty of the illiterate debtor to give the names 

14 C/ K G Sivaswamy: Legislative Protection and Relief of Agri- 
cultunst Debtors m India (1939), p 266 

15 Ibid, p 307 

16 Reserve Bank of India Bulletin, Vol III, No 2, February, 1949, 
p 89 
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of some of his creditors makes conciliation of many debts difficult, 
since It would be unfair to cancel the debts of creditors to whom 
no notice has been served Fraudulent practices such as false 
transfers and bogus mortgage deeds hamper settlement of debts 
but many of the Conciliation Acts do not empower the Boards to 
dismiss such applications In most of the Acts there is no provi- 
sion to settle the debts of an individual debtor in case of iomt 
debts unless all the debtors apply for settlement 

As a result, applications from debtors who are a party to 
joint debts have failed to receive consideration from the Boards 
Where the Board tries to decide the validity of disputed debts, 
its labour is wasted because its decision is not made binding 
Applicants are also rejected by the Board for reasons such as 
extreme attachment of the debtor to his land and his unwilling- 
ness to come to a settlement with his creditors when it involves 
transfer of land, unwillingness of creditors to conciliate debts 
due to them where they hold decrees of foreclosure or lands 
under interminable usufructuary mortgage, over-indebtedness of 
the debtors, debtors owing heavy arrears of rent or revenue, debts 
supported by defective documents, etc Corruption and ineffi- 
ciency of the Boards have also been detected in some cases It 
IS thus reported of Bengal that these Boards consisted mostly of 
persons whose literary attainments went little beyond ability to 
sign their names It is too much to expect such members to 
solve “intricate questions of law that often tax the intelligence 
and baffle the judgement of experienced judges and lawyers 
Lack of a sufficiently large number of Boards has often, as in 
Bengal, led to a sudden increase in proceedings against debtors in 
those areas where the Boards were not instituted As a result of 
these factors the scope of conciliation has been limited 

COMPUISORY SCALING DOWN OF DEBTS 

The scope of amicable settlement being limited, relief was 
further sought to be given to the agricultunsts through compul- 
sory reduction in the claims of the creditors Madras was the 
first province to give such ready relief to debtors by passing the 
Madras Agricultunst Relief Act of 1938 Firstly, the legislation 


17 See K G Sivaswamy Op cii , p 302 
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prohibited the creditor from recovering in the aggregate more 
than twice the original loan, where repayments were less than 
twice the sum borrowed, only the balance was to be paid All 
arrears of interest outstanding on 1st October, 1937, on debts 
incurred before 1st October, 1932, were cancelled and only 
the principal was deemed payable Interest on debts incurred on 
or after 1st October, 1932, could not exceed 5 per cent till 
31st October, 1937, whereas interest on all decrees from the 
latter date was laid down at 6 ^ per cent Tenants were also given 
relief by wiping out all arrears of rent except those of the two 
years preceding the Act, provided these latter were paid by 
September, 1939 Sales of movable or immovable property could 
be set aside if made m execution of a decree after the 1st October, 
1937 In Madhya Pradesh, the Debt Relief Act passed m 
1939 replaced Debt Conciliation Boards by Debt Relief Courts 
which were authonsed to give graded relief to the debtors in 
respect of their dues, on the basis of fall in prices since the 
depression The principal of debts prior to 31st December, 1925, 
was to be reduced by 30 per cent, of those incurred between that 
date and 31st December, 1929, by 20 per cent while those between 
the last date and 31st December, 1931. by 15 per cent. Debts 
mcurred subsequently were not provided relief The payment of 
mterest could not exceed 6 per cent simple interest on secured 
loans and 9 per cent on unsecured loans while the payment of 
compound interest was limited to 4| per cent with yearly rests 

The UP Agriculturists Debt Relief Act of 1939 laid down 
that loans taken before the Act came into force should carry a 
certain scheduled rate of interest from 1st January, 1930, till 
such date as might be fixed by the local Government Any 
judgment-debtor whose decree was not executed could apply for 
revision The excess paid under mterest was to be credited to the 
principal Interest on subsequent decrees was not to exceed the 
rate at which the local Government borrowed The Act autho- 
rised the courts to award by way of the principal amount due, a 
sum which would not exceed twice the amount of the principal 
minus all the payments received by the creditor in the past in 
respect of the said transactions The landed property of protected 



312 


THE INDIAN RURAL PROBLEM 


tenants could not be sold away to realise their dues, but creditors 
could take possession of it as a usufructuary mortgage 

The Bombay Agricultural Debtors Relief Act, 1939, was put 
into force m 1941 as an experimental measure in a few talukas 
in the three divisions of the former province It provided that 
every debt, in respect of which no application for settlement was 
made within one year from the date on which a Board was esta- 
bhshed, would be deemed to have been duly discharged The 
specially constituted Debt Adjustment Boards working under the 
control of the civil courts were authorised to compel the creditors 
to accept scaled down debts They also settled the subsequent 
arrangements for the repayment of the adjusted amount in instal- 
ments convenient to the debtor As m Uttar Pradesh and Madhya 
Pradesh, the Act made provision for graded relief The account 
regarding the piTiicipai was to be separate from that of mterest, 
accumulated interest not being allowed to be debited to the ac- 
count of the principal The rule of Damdupat was also adopted 
for reducing the debt A procedure was laid down for the Boards 
to estimate the debtor’s ability to repay his dues and the pnncipal 
could be scaled down to 80 per cent of this repaying capacity 
Where creditors agreed to scale down the total claims to 50 per 
cent of the assets of the debtor, they could be paid down the 
amounts in the form of bonds issued to them by the State Land 
Mortgage Bank Otherwise, they could recover the scaled down 
debts in instalments not exceeding 25 in number Where the 
assets of a debtor were found inadequate for repayment, the 
Board could declare him an insolvent In general, the element 
of compulsion has not always proved to be a better alternative to 
amicable settlement 


OTHER MEASURES 

In addition to debt relief, attention is given to the necessity 
of exempting a portion of the debtor’s property from attachment 
and sale and the protection of the debtor from mtimidation and 

18 Re-enacted as the U P Debt Redemption Act, 1948, The U P Re- 
gulation of Agricultural Credit Act, 1940, re-enacted in 1948 

19 Re-enacted as the Bombay Money-Lenders’ Act, 1946, and amended 
m 1948, 1949 and 1951 
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molestation by the creditor for the recovery of his dues One 
aspect of this problem of mdebtedness, however, that remains 
to be urgently tackled is that of insolvent agricultural debtors 
Where ancestral debts have been for years disabling the farmer 
even from profitably continuing his occupation^ debt conciliation 
IS an inadequate rehef While in Europe restrictions are placed 
on the recovery of ancestral debts to the extent of the property 
mhented, there is no corresponding measure passed in India for 
the rehef of the debtors To such cultivators, who are beyond 
any hope of being rehabilitated, insolvency provisions are tho 
only remedy The case for a simple Insolvency Act for such 
formers has found support from several Commissions and Com-' 
suttees in the past — including the Royal Commission on Agri- 
culture, the Civil Justice Committee and the Indian Central 
Banking Enquiry Committee “Just as creditors have the right 
to insist that all the debtors’ assets should be impounded and 
applied towards tlie payment of the debts, so also the debtor 
who has given up all his assets should have the clear right to be 
allowed to earn his living if he can and to be free to make a 
new start m life”-* 

But as the Insolvency Act of 1920 was intended only for 
debtors whose debts amounted to more than Rs 500 and as the 
courts also generally disallowed the benefit of the Act to land 
holders whose nghts were protected from sale in execution, it 
was not very helpful to cultivators The Royal Commission on 
Agriculture had, therefore, recommended amendment of the 
Insolvency Act enabling the debtors whose debts were less than 
Rs. 500 to have recourse to this Act This recommendation was 
given effect to by the Governments of some States In Bengal, 
insolvency provisions were embodied m the Agricultural 
Debtors’ Act of 1936'^ In other States which did not adopt 
similar provisions, the creditors failed to get expeditiously the 
maximum rep^^yments possible while the debtors, weighed down 
by past debts, were unable to make a new start in life 

20 Report of the Royal Commission on Agriculture m India, Op cit^ 
p 441 

21 Re-enacted as the Bengal Moneylender’s Act, 1940 
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A Simple rural Insolvency Act enabling the debtor to sur- 
render all his assets to the creditors excepting a subsistence 
holding to earn his living would meet the situation, if, indeed, 
the debtor had a subsistence holding to start with There is no 
reason to fear that such a provision would bring in a wholesale 
resort to insolvency Unless such help is given to the large 
number of hopelessly insolvent debtors in rural areas, the other 
alternative is, as the Royal Commission on Agriculture observed, 
"‘to witness a continuation of a system under which innumerable 
people are born in debt, live in debt and die in debt, passing on 
their burden to those that follow” 

LIMITATIONS OF DEBT LEGISLATION 

The mam provisions of the legislative enactments in the 
States comprise (1) the licensing and registration of moneylenders, 
(2) maintenance of accounts in the prescribed forms, (3) furnish- 
ing of receipts and periodical statement of accounts to debtors, 
(4) fixing of maximum rates of interest, (5) protection of debtors 
from molestation and intimidation and (6) penalties for violation 
of the provisions The Acts are neither equally comprehensive 
nor uniform in scope In Madras, Assam and Coorg there were 
no provisions for either registration or licensing The Punjab 
Act excluded protection in case of substantial mortgage or sale 
of immovable properties The Bengal Act excluded all com- 
mercial loans The Madras Act excluded advances made by 
the landlord to his tenant, by a lessor to his lessee or by one 
person m cultivation or co-sharer to another The Orissa Act 
did not exclude the loans advanced by the scheduled or commer- 
cial banks, but where the capital advanced did not exceed 
Rs 1,000, the transaction was not considered as moneylendmg 
for the purposes of the Act 

Effects of Debt Legislation 

It now remains to consider whether the legislation for debt 
relief and control of moneylendmg has adequately solved the 
problem of rural indebtedness There is no doubt that one of 
the most significant events of the depression, m this context, was 
the enactment in a large number of States of debt relief legis- 
lation But the data, however meagre, on the working of the 
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various Acts m the i>ost-depression period until the beginning 
of World War II show that in practically none of the States did 
such legislation succeed in making any noticeable impression on 
the general level of indebtedness The immediate effect of these 
measures had been a contraction of credit The latter was also 
partly due to the economic depression which affected the money- 
lendmg profession (by freezing the assets of those who were 
both agnculturists and moneylenders) in areas where suchi legis- 
lation was m force The moneylenders discontinued lending 
except to old and trusted clients and restneted their loans to a 
minimum 

In most of the States the main drawback of these relief 
measures was that the State did not come to the help of the 
farmer in repaying his dues to the creditor It is mainly for this 
reason that many debtors became defaulters even in respect of 
their scaled down debts while in some States like the Punjab, 
many a cultivator refused to lepay his debts to co-operative 
societies and the takavi dues to governments While it is not 
denied that some defaults m so far as they were wilful reflect 
the demoralising effects of the agrarian relief legislation, it is 
equally true that the major cause of default is the debtors’ in- 
ability to pay. The measures therefore cannot be said to have 
had no value at all In a number of cases they did succeed in 
achieving what was probably the main objective, le , to give the 
agricultunsts some breathing time to enable them to settle claims 
made upon them by their creditors Since the proceedings 
against the cultivators who came under this Act were stayed until 
disposal, the overall effect of the legislation was to restrain the 
creditors from taking out suits against debtors, though it must 
be said that the Act did not bnng under its purview a large 
section of the agricultural population However, apart from this, 
the effect of these measures on the level of indebtedness in the 
various States was generally unimpressive 

On prinaple, it is recognised that debtors sho-uld repay all 
legitimate dues to the fullest extent Where it is impossible for 
the debtor to do so, he may be assisted by government In the 

22 Statutory Report of the Agricultural Credit Department, Reserve 
Bank of India (1937), Para 11 
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former Princely State of Bhavnagar, for example, the government 
based its scheme of debt redemption on the pnnciple that the 
maximum amount annually repayable by an agriculturist debtor 
should not exceed three times tho annual assessment payable by 
him. The State, thereafter, undertook to help the debtors to 
repay their dues The total amount to be advanced by the State 
for this purpose in respect of each village, however, was not to 
exceed one-fourth of the nominal arrears outstanding in the books 
of accounts of the moneylender This advance was recovered 
from the agriculturist at 4 per cent per annum along with the 
annual assessment To save them from again fallmg into debt, 
the government undertook several constructive measures to im- 
prove the economic conditions of the farmers They also granted 
liberal remissions of arrears of land revenue 

But the dominating factor of the debt situation between 
193T39, t e , after relief measures were introduced, was probably 
the inability of the cultivator to repay the principal amounts 
of old debts in most cases and default even m the repayment 
of interest charges to a certain extent This incapacity of the 
debtor does not seem to have been removed by any direct 
assistance or indirect financial aid by Government Actually, 
thou^ fresh borrowing dunng the period appeared to have been 
reduced to a minimum, the level of debt which under the circum- 
stances was broadly a function of accumulated interest on the one 
hand and forced liquidation of debts by sales and foreclosures on 
the other, did nse with an expansion in the monetary burden of 
agncultural debt 

The Rural Credit Survey has come to the conclusion that the 
law has been powerless agamst the moneylender The control 
sought to- be exercised on him by the legislative enactments has 
had little effect on him or his operations beyond putting him to 
the necessity of devising a variety of legal camouflage for a whole 
range of illegality^ Even the regulation of the rate of mterest 
on the loans of moneylenders to agnculturist borrowers under the 
Deccan Agriculturists’ Relief Act did not, m practice, have any 
effect as there was no alternative or supplementary organised 
arrangement for the supply of credit at reasonable interest or at 

23 All-India Rural Credit Survey, VoL 11 — ^The General Report, 
Op at, p 326. 
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the ceiling interest fixed by the law to the cultivators At least 
such a substitute arrangement would by effective competition 
compel the moneylender to brmg down his interest rates, but 
such organisations did not exist except for co-operative credit 
soaeties in certam areas The measures taken by government were 
relatively minor and almost insignificant in relation to the total 
credit needs Even the expansion of the facilities for cash remit- 
tances through the establishment of a large number of banking 
currency chests initiated by the Reserve Bank m conjunction with 
the programme for the extension of the branches of the 
State Bank of India, could not by themselves, or in conjunction 
with other measures adopted by State governments, help to 
provide adequate credit as an alternative to that supplied by 
the moneylenders It is because of the undmiimshed demand 
for credit on the part of the agriculturist population that the 
moneylender has been enabled to successfully evade the controls 
im]X)sed on him and to continue to supply agricultural credit as 
extensively and extortionately as ever The data on rates of inte- 
rest by themselves are sufficient to indicate the general evasion of 
legal regulations throughout the country The borrowings at rates 
higher than the legal maximum exceeded 60 per cent of the total 
borrowings from the agencies m Bihar, Qnssa, West Bengal 
Hyderabad, Madras, Madhya Pradesh and Pepsu^* 

The mam criticism that can be levelled against these laws 
is that they are inadequate m themselves to tackle the evil of in- 
debtedness They are at best corrective and not preventive The 
moneylender’s dealings may be regulated, and debts may be 
conciliated or scaled down, but they are bound to reappear so long 
as the occupation of farming itself cannot give the cultivator suf- 
ficient means to subsist With the help of these measures the 
farmer may recover part of his lost ground but he cannot hold it 
for long, unless efforts are simultaneously made to rehabilitate 
agriculture and to transform it from a deficit to a profitable basis, 
through comprehensive agricultural reforms. 

As the Report of the Rural Credit Survey has pointed out, 
the preponderating partiapation of the moneylender in agncul- 
tural finance and the size of his ojicration are an index to the 

24 Report of the Committee of Direction, All-India Rural Credit 
Survey, Vol I, Part II (Credit Agencies) (1957), p 702 
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Size of the effort that will be needed on the part of the State to 
rectify a chronic maladjustment which is to the disadvantage 
of rural India. Until other sources of supply, particularly of co- 
operative credit, are organised, the moneylender is likely to elude 
the law for regulation and control of his operations ^ 

In the scheme of integrated rural credit recommended by 
the AlMndia Rural Credit Survey and accepted by Government, 
no place has been assigned to the private moneylenders The 
Report observes ‘ht is certainly obvious that the moneylenders 
can be allotted no part m the scheme, important or significant, 
notwithstanding their dominance which today is overwhelming 
Thus It would be a complete reversal of the policies we have 
been advocating to give him a position m the co-operative banking 
structure when the whole object of attempting to develop and 
strengthen the structure is to provide a positive mstitutional altei- 
native to the moneylender himself, something which will compete 
with him, remove him from the forefront and put him in his 
place ” In fact the recommendation goes so far as to provide 
safeguarding measures for preventing the moneylender from 
getting into the co-operatve society and using it for his benefit 
It IS also made clear that this recommendation is made not on 
the ground of any anti-social element in the transactions of the 
moneylenders but on the ground that the present malpractices 
of the moneylender are made possible by the absence of strong 
institutional competition When such competition is organised it 
1$ even hoped that the moneylender’s usefulness will predominate 
over the less useful and more undesirable features of his present 
dommance. In this light, the Rural Credit Survey Committee re- 
commended that the scheme of control over the moneylender’s 
activities should be more realistic than the prevailing schemes of 
control m the different States Only under a proper scheme will the 
better type of moneylender have a chance to perform his functions 
without having recourse to the evasion of law The Report 
approves of the need for a review of moneylending legislation 
m different States, on the Imes of the scheme of control proposed 
by the Agricultural Finance Sub-Committee Among the mam 

25 For a fuller discussion of the problem^ see the Report of the 
Committee of Direction, All-India Rural Credit Survey, Vol 11, Op at, 
p 32S and Chapter 41 
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proposals in the above scheme it is suggested that the rates of 
interest prescnbed in the different legislative measures should be 
reviewed and revised in a reahstic maimer It is obvious- 
ly futile to expect the moneylender to charge an mterest which 
IS lower than that prescribed as the maximum for co-operative 
societies and other institutions There is the need for a proper 
agency for the enforcement of the provisions of the Acts by pro- 
viding for the necessary staff under the Registrar of Co-operative 
Societies 

In regard to the traders who combine moneylendmg with 
their other activities, it is suggested that with the development 
of co-operative marketing societies, and when a network of 
godowns and warehouses is created, the necessary healthy insti- 
tutional competition in traders’ operations will have evolved which 
will curb their harmful practices The trader, like the money- 
lender, will fall into a place not within the of&cial scheme itself 
but in a role supplementary to it providing useful services to the 
producer The provision of warehousmg and storage facihties 
would also help the commercial banks to lend substantially on 
agricultural commodities and create agncultural bills which will 
be negotiable and which the Reserve Bank can re-discount under 
Section 17(4) (d) of its Act Finally, the Report of the Rural Credit 
Survey visualises a period when by the development of the scheme 
of integrated rural credit as advocated, the "rural debentures’ of 
the land mortgage banks, which would be set up as a country-wide 
feature of credit organisation, would be an effective and attrac- 
tive means of canalizing the savings of the people of means in 
rural areas, especially big cultivators and also the moneylenders 
This will in reahty mean that to the extent there is such a diver- 
sion of saving, the agncultunst moneylender and professional 
moneylender instead of doing their own lendmg for purposes not 
necessarily productive and to persons not necessanly prompt in 
repayment will be lendmg to an institutional agency which can 
ensure both productiveness of purpose and promptness of repay- 
ment This IS the possible pomt of contact which the Committee 
has viewed between the moneylender and the mtegrated scheme 
of rural credit^ 


26 op cit , p 485 
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THE ROLE OF CO-OPERATION 
POLICY 'DEVELOPMENTS 

Among the institutional agencies which provide finance to 
agriculturists, co-operatives are the most important As has been 
stated already, the co-operative movement m India was imtiated 
by the Government of India in 1904 with the mam object of 
freeing agricultunsts from the grip of moneylenders and enabling 
them to secure production credit to the extent required by them 
at relatively cheap rates of interest Despite official sponsorship 
and efforts and devoted services of non-oflficial co-operators, very 
little progress was achieved in this direction even after about 
fifty years of effort and the rural credit system contmued to be 
dominated by pnvate moneylenders, whose activities had a 
depressing influence on agricultural economy The need for for- 
mulatmg a long-term policy in regard to the framework of in- 
stitutional arrangements for rural finance with a view to providing 
an effective instrument for agricultural development was keenly 
felt particularly after attainment of Independence and it was m 
this context that the Informal Conference on Rural Fmance 
convened m 1951 recommended a detailed mvestigation of the 
position relatmg to rural credit on a national basis. In pursuance 
of this recommendation, the Reserve Bank of India appointed a 
Committee of Direction to conduct a comprehensive AU-India 
Rural Credit Survey m August 1951. The investigations conducted 
by this Committee revealed that co-operatives supphed only about 
3 per cent of the total borrowings of cultivators The Committee, 
however, felt that even if the record of the co-operatives in the 
sphere of agricultural credit emerged as defective m more than 
one way, the co-operative agency stdl remamed, in many respects, 
by far the least unsatisfactory channel of credit to cultivator They, 
therefore, summed up their approach m the sentence . “Co-opera- 
tion has failed but Co-operation must succeed.” The Committee 
stressed that the reorganisation of agricultural credit in India 
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must be based on some form of co-operative association of cul- 
tivators within the village itself 

Discussing the causes of past failure of the co-operative 
movement, the All-Tndia Rural Credit Survey Report^ stated that 
the prescnptions for the reorgamsalion of co-operative credit 
hitherto* made or tried may be described as attempts to rectify 
internal weaknesses of the credit structure without taking into 
account the weaknesses of the rural structure as a whole, much 
less its maladjustment of the external mechanism of urban trade 
and finance Most reforms of the co-operative movement, attempted 
or effected, were therefore in the nature of inevitably futile 
attempts to combine the weak against the strong in conditions m 
which the weak have had no chance It was stated, therefore, that 
the co-operative movement must be strengthened m a manner that 
would be effective against the competition and opposition of 
private trade and other private interests This could 
not be done from the internal sources or reorganisation 
of the co-operative structure Thus, the choice before 
co-operation was indefinitely to continue in various degrees 
to be unable to help itself or to be helped in order that 
eventually it may not only help itself but need no other outside 
help Such help in the initial stage could come only from the 
State. The manner of help as hitherto* should not be merely 
administrative, which m fact meant over-administration and 
under-financing If co-operation was not to be merely a combi- 
nation of the weak, what was needed was not merely State 
guidance and State aid but also State partnership with the 
co-operatives While recommending such a comprehensive 
State participation, the Report emphasised that every pre- 
caution should be taken to safeguard the essential character 
of the institution m which such participation took place and 
nothing was done which may lead to State interference m its 
day-to-day working Following this approach the Report recom- 
mended an Integrated Scheme of Rural Credit The fundamental 
pnnciples on which the Scheme is based are ® 

1 Report of the Committee of Direction, All-India Rural Credit Survey, 
Volume II — The General Report, Op at , p 376 

2 tbid, p. 378 
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(i) State partnership, including financial partnership, in co- 
operative rural credit in order that such credit may not only be 
expanded and strengthened, but expanded and strengthened for 
the positive purpose of production and for the positive benefit of 
the rural producer 

(ii) State partnership, including financial partnership, for 
the benefit of the rural producer, in a programme for the 
organisation of processing and marketing on a co-operative basis 
and for the development of storage and warehousing and also 
in a programme for the organisation on a co-operative basis of 
such of the other economic activities of the village as are of 
importance to him as cultivator, agncultural labourer or handi- 
craftsman, such as for instance, farming, irrigation, provision of 
seed and manure, transport, fishenes, milk supply, dairying, live- 
stock-breeding and cottage industries 

(ill) Designing of the extent and manner of State participa- 
tion mvolved m State partnership as to ensure that, while 
responsiveness to the new policies is effectively created, every 
precaution is taken to safeguard the essential character of the 
institution in which such participation takes place and nothing is 
done such as may lead to State interference in its day-to-day 
working, recognition, further, so far as co-operative credit and 
co-operative economic activity are concerned, of the need so to 
regulate the extent of State partnership at different levels as 
(a) at the rural base to leave scope for the societies to become fully 
‘co-operative’, withm a measurable period, by the process of 
themselves replacing the State part of the share capital and (b) at 
the higher levels to retain what may be described as the major 
partnership of the State until such time, however long, as may 
be required m the mterests of the co-operative organisation at the 
rural base which, before it develops suflBicient strength, and for 
the purpose of developing such strength, will need, against the 
competition and opposition of private vested interests, and for 
various other reasons, a support which is at once powerful* 
sympathetic, financially adequate and technically competent 

(iv) Trainmg a new type of personnel altogether, which is 
not only technically qualified, but is also in its sympathies, atti- 
tudes and mental equipment rurally biased in order that the new 
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functions devolving on the State by reason of the above may 
be discharged both efficiently and for the benefit of the rural 
population. 

(v) Integration of, and the Staten's financial participation 
in, an important sector of commercial bankmg (viz, that which 
in vanous degrees is already associated with the State and which, 
if the banks concerned are made to come together, broadly covers 
the whole of India) in order that the State-partnered, country- 
wide banking msutution so formed may, among other thmgs, be 
charged with and carry out the positive duty of endeavouring 
to do Its best to help the development of rural and co-operative 
bankmg It will be expected to discharge this duty by 
several means open to it mcludmg, principally, the effecting of 
arrangements for the readier and cheaper remittance of money, 
especially in relation to the relatively undeveloped areas which 
have been neglected by commercial banks and m which, without 
such facilities, no development of rural or co-operative banking 
IS possible 

As the co-operative institution at the primary level is the 
ultimate dispenser of credit to the cultivator, according to the 
Report, the future Ime of development of co-operative credit at 
the village level should be unhesitatingly in the direction of big- 
ger societies covering larger areas It was recommended, there- 
fore, that primary agricultural credit societies should hereafter be 
established or reorganised so as to cover, according to local con- 
ditions, groups of villages with a reasonably large membership 
and reasonably adequate share capital As a rule the area of 
operation of the society should be such as to provide it with 
adequate business Reorgamsation of existing societies was to> 
be attempted only where necessary In regard to fresh registra- 
tions of primary agncultural credit societies, the model adopted 
m regard to size, etc , should be the large size society with limited 
liabihty A large size society would have initially a minimum 
level of share capital which would be raised in a specified period 
to an optimum level The central co-operative bank would ini- 
tially contribute to the pnmaiy credit society whatever amount 
was necessary for ensuring that the total share capital was not 
below the mmimum level. For this purpose, the State Govern- 
ment would make the necessary finance available to the State 
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co-operative bank. Another important aspect of the scheme was 
a reorientation of co-operative loan policy from property-nexus 
to production-nexus The production-orientated loan pohcy, ‘ the 
crop-loan system,’ should form the basis for short term co-opera- 
tive credit. Under this system, production would be the main 
purpose of the arrangements for finance, short term loans would 
be given on the basis that a crop is anticipated, not primarily 
that a title exists, the loans would be related m amount to the 
estimated outlay on raismg the crops, and the recovenes would 
be made, as and when the crop is sold, from the proceeds of 
the sale To make these arrangements effective, there would be 
a close link between primary agricultural credit societies and 
marketing societies A primary society would finance its mem- 
bers on condition that their produce is sold through the market- 
ing society to which it is affiliated The primary credit soaety 
would act as an agent for the sale of the produce to the nearest 
co-operative marketing society, assemble the produce of mem- 
bers, supervise and arrange for the transportation of the pro- 
duce In order that the primary credit societies should be run 
in a businesslike manner, it was recommended that each of them 
should have, if possible, a paid full time qualified secretary 
Although each of the large size society was expected to be viable, 
in order to reach that stage, it was thought it might take some 
time. Thus a managerial subsidy for an mitial period was con- 
sidered desirable Under this scheme supervision of these socie- 
ties would be invariably treated as the legitimate function of 
State and central co-operative banks. 

Another important recommendation of the Report was that 
there should be progressive organisation, on a co-operative basis, 
of marketing and processing through the promotion of co-opera- 
tive institutions of the appropnate type with the needed finan- 
cial and other assistance from the all-India and State organisa- 
tions Credit and marketmg were not to be undertaken 
by the same organisation at any level For this purpose, 
constitution of the National Co-operative Development and Ware- 
housing Board and estabhshment of the All-India Ware- 
housing Corporation and State Warehousing Corporations 
were recommended Storage and warehousmg should be 
developed through these State-partnered orgamsations at 
the all-India and State levels and, at other levels, through 
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cooperative institutions of the appropriate type with the needed 
financial and other assistance from these all-India and State or- 
ganisations 

A State Bank of India should be set up through the amal- 
gamation of the Impenal Bank of India and certain State asso- 
ciated banks This institution, by its programme of branch ex- 
pansion, should be able to effect a substantial increase, espeaally 
in undeveloped areas, of facilities for cheap and ready remit- 
tance of money and provide responsive support to the co-opera- 
tive structuie connected with credit and economic activity, espe- 
cially marketing and processmg For the purpose of meetmg the 
net additional cost involved in openmg such branches as may 
initially be unremunerative and other expenditure on minor pur- 
poses in connection with these recommendations, constitution of an 
‘Integration and Development Fund’ was recommended The 
Reserve Bank of India and the Central and State Governments 
were assigned an impoitant role in the creation of an mtegrated 
rural credit structure, such participation amountmg to certain 
direct responsibilities in the carrymg out of policies and to over- 
all planning, co-operation, etc For the orderly financing of the 
programme of development, the Report recommended constitu- 
tion of the National Agricultural Credit (Long-term Operations) 
Fund and the National Agncultural Credit (Stabilisation) Fund 
m the Reserve Bank of India The Report also recommended 
creation of (a) the National Co-operative Development Fund and 
(b) the National Warehousmg Development Fund, through con- 
tnbutions by the Government of India 

After detailed consideration at various confeiences culminat- 
ing m the State Ministers" Conference held m New Delhi in 
Apnl, 1955, the Integrated Scheme was approved and accepted 
as the basis for future development to be mcorporated into the 
Second Five-Year Plan The general plan which was recom- 
mended fcr adoption was the reorganisation of co-operative 
structure by State participation in the share capital of co-opera- 
tive institutions at all levels and the creation of necessary funds 
and administrative environments for the purpose. The Confer- 
ence also recommended the mitiation of pilot projects embodying 
the whole integrated scheme of co-operative development in two 
or three selected areas in a few States 
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In order to accelerate the implementation of the scheme re- 
lating to the development of marketmg, processmg and warehous- 
ing, conferences of representatives of State Governments and mar- 
keting organisations were convened at Hyderabad m November, 
1955 and at Jaipur m February, 1956 At these conferences, it 
was suggested that marketmg societies should be set up even in 
advance of large size credit societies, particularly m view of the 
fact that credit societies in future will be lendmg m large measure 
against anticipated crops and such loans would have to be re- 
covered through co-operative marketmg societies A well-defined 
programme of co-ordmated activity on the part of credit and 
marketing societies was laid down, accordmg to which the credit 
society would be responsible for the supply of production loans 
and would act as a feeder to the marketing society, and the mar- 
ketmg society, m turn, would sell the produce and act as a re- 
covermg agent for the credit co-operative The work of construc- 
tion of godowns was to be expedited Recommendations were 
also made m regard to the provision of services ancillary to 
marketing These recommendations formed the basis of the 
programme for co-operative development mcluded m the Second 
Five-Year Plan to which a reference is made later. 

The more recent developments in the sphere of rural credit 
were enunciated in the resolution of the National Development 
Council on co-operative policy passed at its meetmg held in 
New Delhi in November, 1958 The resolution emphasised that 
“for the development of co-operation as a people’s movement, it 
was essential that co-operatives should be organised on the basis 
of the village commumty as the primary unit, and that respon- 
sibihty and mitiative for social and economic development at 
the village level should be placed fully on the village co-operative 
and the village panchayat” The Council urged the State Gov- 
ernments to review their present programmes of co-operative 
development and formulate fresh programmes to be implemented 
dunng the next two years 

A Working Group on Co-operative Policy was subsequently 
set up for considering the a dmin istrative and orgamsational 
arrangements required for implementing the above-mentioned re- 
solution of the National Development Council. The Workmg 
Group submitted its report in January, 1959 The important 
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aspects of the future co-operative pohcy and the pattern of orga- 
lusation as envisaged by the Government of India on the basis 
of the recommendations of this Workmg Group were as undei 

(1) The village panchayat and the village co>-operative so- 
ciety will be the primary agencies for carrymg out the commu- 
nity development programme While the panchayat is an admi- 
nistrative body, the co-operative society will be essentially a busi- 
ness organisation There should be the fullest co-ordmation 
between them and an appropriate division of their respective func- 
tions 


(2) Co-operative societies should be organised on two pat- 
terns, one for general adoption and the other for adoption in 
special circumstances Pattern No 1 envisaged organisation of 
service co-operatives on the basis of one village but where the 
villages are too small and the people are agreeable a society may 
be organised for two or more villages provided the total popula- 
tion covered is about 1,000 Pattern No 2, which was comple- 
mentary and not an alternative to Pattern No 1, envisaged or- 
ganisation of credit unions covermg a group of villages besides a 
non-credit society in each of the villages covered by the umon 
These latter societies will undertake all other activities except 
credit 

(3) There should be no State participation in the share 
capital of village societies But the State Government, if it con- 
siders this necessary may contribute to the share capital of the 
credit unions No more large size societies should be organised 
Assistance in respect of share capital, managerial subsidy, etc , 
should, however, continue to be available to all large size socie- 
ties orgamsed before April, 1959 

(4) State Governments should adopt a pohcy of progres- 
sively making facilities for supply of seeds, fertilizers, etc , avail- 
able only to members of village societies, which will serve as an 
inducement to every villager to jom the society in his village 

(5) Credit should be linked up with production programmes 
on the one hand, and, for its recovery, with co-operative market- 
ing on the other Therefore, the programme of organismg and 
developmg marketing and processing societies should be accele- 
tated 
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(6) All iakavi loans, apart from distress loans, should as 
far as possible be channelled through co-operative institutions 

The question of providing adequate credit, through co-opera- 
tivcs to cultivators for increasing agricultural production was fur- 
ther considered at the Conference of State Mmisters of Co-ope- 
ration held in Mysore m July, 1959. This Conference recom- 
mended that an expert committee should be set up by the Gov- 
ernment of India to examine the whole question and make con- 
crete suggestions as to how to expand credit for agricultural 
production Accordmgly, the Government of India appomted 
in September, 1959, a Committee under the Chairmanship of 
Shn V L Mlehta The Committee made a number of recom- 
mendations which were generally accepted by the Government 
of India The important features of the co-operative pohcy for- 
mulated on the basis of this Committee’s report are (1) Though 
as a general rule, co-operatives would be organised on the basis 
of the village community as the primary unit, the number of 
villages to be covered by a society mi^t be increased m the 
interest of viabihty where villages are small, subject to the con- 
dition that the villages should not be situated at a distance of 
more than 3 to' 4 miles from the headquarter village, (2) The 
State might participate m the share capital of pnmary agricultural 
credit societies under certain conditions, the maximum contribu- 
tion being ordinarily limited to Rs. 5,000, (3) In order to 
encourage co-operatives to admit all classes of cultivators as 
members, Government might make certain outright grants to pn- 
mary soaeties and central co-operative banks for bemg credited 
to a ^special bad debt reserve’ fund to cover the risks involved, 
(4) The service co-operatives would contmue to get a manage- 
ment subsidy, subject to the maximum of Rs 900 spread over a 
period of 3 to 5 years, (5) All short and medium term loans 
up to Rs 500 would be given without mortgage of landed pro- 
perty 

A more recent important development in the sphere of co- 
operative credit pohcy is m regard to finance supplied by Gov- 
ernment to cultivators for schemes of agricultural development 
In order to avoid over-financing of cultivators because of two 
institutional sources of credit operatmg almost independently in 
the villages and also to minimise misutihsation of loans through 
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more efiBuaent supervision and effective recovery, a Committee 
was appomted to go into this problem of takavi loans and co- 
operative credit. The Committee submitted its report in August, 
1962 The policy of routing takavi loans through co-operatives 
accordmg to a carefully phased programme, m pursuance of the 
recommendations m this behalf made by the Committee, has 
now been accepted by the Government of India and the State 
Governments have been advised to take smtable action in this 
direction 


IMPLEMENTATION AND PROGRESS 
The Role of the Reserve Bank of India in Co-operative Credit 

Prior to Independence, the role of the Reserve Bank in 
the sphere of rural credit was mainly confined to exammmg the 
lines on which the co-operative movement could be reorganised 
The credit made available to State and central co-operative 
banks was restncted m the first few years mamly to assistmg the 
State co-operative banks to tide over a temporary shortage of 
funds, since the Bank acted mamly as the lender of last resort 
The post-Independence penod saw a radical change in the 
Reserve Bank’s conception of its own role and actual pohcies 
and practices with regard to rural credit The recommendations 
of the Rural Bankmg Enquiry Committee (1950) and the Informal 
Conference of co-operators, economists and others convened by 
the Bank m 1951 resulted in a liberalisation of the facilities for 
accommodation to the co-operative institutions. After the publi- 
cation of the Report of the All-India Rural Credit Survey in 
1954, the Reserve Bank was assigned to play a significant role 
in not only providing adequate credit at the concessional rate of 
interest but in building up a strong credit structure m the 
country 

In respect of short term agricultural production finance, the 
responsibility for extension of credit through co-operatives is 
virtually assumed by the Reserve Bank of India. Under the 
Reserve Bank of India Act, credit limits are granted agamst two 
good signatures by the Bank to State and central co-operative 
banks agamst the secunty of promissory notes and/or Govern- 
ment guarantee These State co-operative banks, in turn, finance 
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the central co-operative banks which in their turn finance the 
pnmary credit societies The short term finance extended to 
co-operatives by the Reserve Bank showed a phenomenal rise 
to about Rs 298 crores during the year 1963-64 as compared to 
Rs 143 crores in 1960-61 and only Rs 12 crores in 1951-52. 

Table I 

SHORT TERM LOANS FROM THE RESERVE BANK TO STATE 
CO-OPERATIVE BANKS FOR SEASONAL AGRICULTURAL 
OPERATIONS AND MARKETING OF CROPS* 


(Rupees m crarcs) 


Year 

(July-June) 

Amount 

sanction. 

ed 

Amount drawn 
dunng the year 

Amount out- 
standing at the 
end of the 
year 

1951-52 

124 

12 1 

65 

1955-56 

29 6 

25 6 

13 0 

1960-61 

1118 

142 9 

100 9 

1963-64 

186 2 

298 2 

1466 


Source Role of the Reserve Bank of India in Rural Credit, Reserve 
Bank of India (1964) 

* Under Sections 17 (4) (a), (2) (b) or (4) (c) of the Reserve Bank of 
India Act 

A substantial part of the above accommodation is provided for 
production and the remaining for marketmg of crops. While 
development of co-operative marketing is mainly the responsi- 
bility of the Union Government, the financing of marketing co- 
operatives is undertaken by the Reserve Bank The short term 
finance for production and marketing is advanced by the Reserve 
Bank to State co-operative banks at the concessional rate of 
interest which is 2 per cent below the" Bank rate 

The Reserve Bank has been empowered after the amend- 
ment of the Reserve Bank of India Act in 1953 to give medium 
term loans to the co-operative sector For the first few years 
the total amount of such loans (outstandmgs) was subjected to 
a ceding limit of Rs 5 crores In pursuance of the recommen- 
dations of the Rural Credit Survey Report, the National Agri- 
cultural Credit (Long-term Operations) Fund was constituted in 
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1956 with an initial contribution of Rs. 10 crores and an annual 
recurring contnbution of Rs 5 crores This was later raised to 
Rs 10 crores in the years 1959-60 and 1960-61 and further in- 
creased by Rs 1 crore each m the next three years The amount 
to the credit of the Fund was Rs 86 crores as on June 30, 1964 
After the Fund has been created medium term loans are given 
only out of the amounts credited to this Fund. Medium term 
loans given by the Reserve Bank to State co-operative banks 
have increased from about Rs 1 crore m 1955-56 to Rs 9 crores 
in 1960-61 and further to Rs 13 crores in 1963-64 The medium 
term finance is provided at the concessional rate of 1^ per cent 
below the Bank rate 


Table II 

MEDIUM TERM LOANS FROM THE RESERVE BANK FOR 
AGRICULTURAL PURPOSES* 


(Rupees in crores) 


Year 

(July-June) 

Amount 

sanction- 

ed 

Amount drawn 
during the year 

Amount out- 
standing at the 
end of the 
yeai 

1955-56 

14 

09 

10 

1960-61 

47 

57 

88 

1963-64 

140 

75 

12 9 


Source Role of the Reserve Bank of India in Rural Credit, Op cit 
* Under Section 17(4AA) read with Section 46A(2) (b) of the Reserve 
Bank of India Act 


Long-term financial assistance is also made available by the 
Reserve Bank to the co-operative land mortgage banks which 
are purveyors of long-term credit, i e , generally for a duration of 
10 years and more. The central land mortgage banks generally 
float debentures which are mainly of two types, viz, ordinary 
debentures and rural debentures In regard to the former, the 
Bank has been subscribing up to 20 per cent of the total issue 
or the actual shortfall whichever is less In the case of rural 
debentures which are intended for issumg long-term loans to 
agricultunsts by mobilising savings, mostly in the rural areas, 
the Bank subscribes to the extent of 8/ 15th of the senes at a 
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uniform rate of interest of 4 per cent per annum as against 5 
per cent per annum, on the remaming 7/ 15th snbscnbed by the 
individual rural investors More recently, the Bank has also 
agreed to subscnbe as a measure of support on an expenmental 
basis, to ‘special development debentures’ issued by the central 
land mortgage banks for financing development schemes involv- 
ing huge financial outlays and longer gestation periods 

Table HI 

RESERVE BANK’S SUBSCRIPTION TO THE DEBENTURES OF 
LAND MORTGAGE BANKS 

(Rupees in lakhs) 


Rural debentures of land Ordinary debentures of 
. . , V mortgage banks land mortgage banks 

(Aprii-March) 

Purchases Outstandings Purchases Outstandings 


1951-52 

— 

— 

13 

31 

1955-56 



10 

73 

1958-59 

27 

27 

4 

77 

1960-61 

33 

1,07 

3 

67 

1963-64 

74* 

3,59* 

3,34 

6,16 


Source Report on Currency and Finance, 1962-63 and 1963-64 

* Figures of purchases and outstandings mclude special development 
debentures of Rs 4 lakhs and Rs 18 lakhs, respectively. 

In order to place the agricultural credit system of the 
country on a more rational basis and to strengthen the financial 
position of credit co-operatives, the Reserve Bank has been 
taking several measures such as advancmg of loans to State 
Governments to participate in the share capital of co-operatives 
and assisting the State Governments in rehabilitation of the co- 
operative movement The outstanding problems relating to co- 
operative movement in respect of each State are kept under 
constant review by the Bank and are also discussed at the meet- 
ings of the Standmg Advisory Committee on Agncultural Credit 
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and at special meetings with the representatives of the Co- 
operative Department and the co-operative institutions of each 
State 

The accommodation provided by the Reserve Bank to State 
Governments for contribution to the share capital of various 
co-operative credit institutions mcreased from Rs 1.6 crores in 
1956-57 to Rs 28 3 crores m 1963-64. These funds are 

Table IV 

LONG-TERM LOANS FROM THE RESERVE BANK TO STATE 
GOVERNMENTS FOR CONTRIBUTION TO THE SHA R K CAPITAL 
OF CO-OPERATIVE CREDIT SOCIETIES 

(Rupees m crores) 


Year 

(Apnl-March) 

Amount drawn 
durmg the 
year 

Amount 
outstanding 
at the end 
of the year 

1956-57 

16 

1 6 

196()-61 

27 

20 0 

1963-64 

33 

28 3 


Sowce Report on Currency and Finance, 1962-63 and 1963-64 


given out of the National Agricultural Credit (Long-term 
Operations) Fund In addition, as recommended by the 
All-India Rural Credit Survey Committee, the Bank has also 
set up the National Agricultural Credit (Stabilisation) Fund with 
a view to maintaining fluidity and liquidity of the co-operative 
banking system so that the confidence of the depositors and other 
creditors m these mstitutions is not disturbed. The Fund was 
established in June, 1956 with an initial contribution of Rs 1 
crore and Rs 1 crore is being credited to it annually since then 
from the Bank’s profits The amount to the credit of the Fund 
stood at Rs 9 crores as on June 30, 1964 Out of this Fund, 
the Reserve Bank can give loans to State co-operative banks to 
enable them to convert short term loans <into medium term 
loans in the event of their not being able to meet the dues owmg 
to natural calamities However, there has been no occasion to 
draw upon this Fund so far 
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The Reserve Bank plays an important role in assisting co- 
operative sugar factories since 1957-58 The Bank provides 
accommodation to State co-operative banks for financing work- 
ing capital requirements of co-operative sugar factories Drawals 
for this purpose amounted to about Rs 15 crores during 1962-63 
(Apnl-March) In 1963-64, the State co-operative banks did 
not draw any amount for this purpose. The Bank can also assist 
State co-operative banks in financing the purchase by small and 
medium cultivators of the shares in co-operative sugar factories 
The total amount outstanding in respect of such loans stood at 
Rs 10 lakhs in 1963-64 

Another sphere of agricultural production m which the 
Reserve Bank has been actively associated is the Intensive Agri- 
cultural District Programme popularly known as the Package 
Programme Under the programme, an intensive effort is being 
made to approach farmers through co-operatives and panchayats 
with a view to promoting the adoption of a minimum combina- 
tion of improved practices, by making available credit, seeds, 
manures, etc In this connection the Reserve Bank has endea- 
voured to keep in view three mam objectives, namely, (i) streng- 
thening the financial position and operational efficiency of the 
co-operative credit structure at the primary and district levels, 
(ii) rationalisation of the loan policy and procedures of central 
banks to fit in with production-based credit programme, and 
(ill) making co-operatives the most active participants in the 
agncultural improvement programme For financmg the scheme, 
fhie Reserve Bank grants additional credit hmits to State co- 
operative banks at 2 per cent below the Bank rate 

In addition, the Reserve Bank also extends short term con- 
cessional finance to handloom co-operatives at per cent below 
the Bank rate It also provides short term finance for purchase 
and sale of yam to handloom co-operatives at the Bank rate 
Further, the Reserve Bank gives at the Bank rate credit to co- 
operatives for general banking purposes The total amount out- 
standing at the end of March, 1964 m respect of various types 
of credit extended by the Bank to co-operatives was about 
Rs. 174 crores. 
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Table V 

RESERVE BANK CREDIT TO CO-OPERATIVES 1963-64 

(Rupees m lakhs) 


Amount outstand- 

Purpose mg at the end of 

March, 1964 

A Loans to State Co-operative Banks 
Short term 

(i) Seasonal agncultural operations and marketing 


of crops (at 2 per cent below Bank rate) 120,49 

(u) Production and marketmg of handloom products 

(at H per cent below Bank rate) 4,87 

(in) Purchase and sale of yarn (at Bank rate) 79 

(iv) Meeting working capital requirements of co- 
operative sugar factones (at Bank rate) — 

(v) General banking purposes (at Bank rate) 70 

Medium term 

(i) Agricultural puiposes (at H pei cent below 

Bank rate) 8,64 

(ii) Financing agriculturists for purchase of shares in 

co-operative sugar factones (at Bank rate) 10 

B Loans to State Governments for contnbution to 

share capital of co-operative credit institutions* 28,32 

C Investment in debentures 

(i) Rural debentures 3,42 

(ii) Ordinary debentures 6,16 

(ill) Special debentures 18 


Source Report on Cunency and Finance, 1963-64 

* Rate of interest charged to State Governments in respect ot these 
loans IS ml per cent for the first two years, 2 per cent during tiie next 3 
years, 21 per cent for the next 4 years and 3 per cent during the next 3 
years 


To sum up, the Reserve Bank has undertaken the responsi- 
bility for not only extending short term production and marketing 
finance to agriculturists through co-operatives but also for meet- 
ing, to the extent possible, the need of agncultunsts for medium 
term and long-term production finance as also the credit require- 
ments of other rural residents for meeting expenditure con- 
nected With productfon of handloom cloth 
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The State Bank of India and Rurcd Credit 

In pursuance of the recommendations of the Rural Credit 
Survey Report, the State Bank of India was established on July 1, 
1955 by the transfer to it of the assets and liabilities of the 
Imperial Bank of India The main objective of establishing the 
State Bank of India was the “creation of one strong, mtegrated. 
State-sponsored, State-partnered commercial banking institution 
with an effective machinery of branches spread over the whole 
country which by further expansion (includmg further, but minor 
amalgamation where necessary) can be put in a position to take 
over cash work from non-bankmg treasunes and sub-treasunes, 
provide vastly extended remittance facilities for co-operative and 
other banks, thus stimulating the further establishment of such 
banks, and generally, in their loan operations in so far as they 
have a bearing on rural credit, follow a policy which, while not 
deviating from the canons of sound business, will be in effective 
consonance with national policies as expressed through the 
Central Government and the Reserve Bank.’” More specifically, 
in regard to rural credit it was further envisaged that the State 
Bank of India would endeavour to be responsive to the needs of 
co-operative institutions connected with credit and especially 
marketing and processing and that its branch expansion would 
be co-ordinated, and wherever possible positively associated, 
with the development of co-operative credit from the point of 
view specially of the provision of cheap remittance facilities 

As regards branch expansion programme, the State Bank of 
India Act, 1955 provided for opening of not less than 400 
branches within a penod of five years beginning from July 1, 
1955 This statutory obligation was fulfilled within the specified 
time limit and m fact the Bank opened 416 branches by end of 
June, 1960 The second branch expansion programme of the 
Bank and its Subsidianes provided for opening of 300 new 
branches dunng 1960-65, 145 by the Bank and 155 by the Subsi- 
diaries In addition to this programme it was later decided to 
open 319 branches within a period of 5 years from January 1, 
1964. At the close of 1964, the Bank and its Subsidianes had 

3 All-India Rural Credit Suivey, Vol II — The General Report, Op. 
at, p 404 
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1147 and 612 offices, respectively The rapid extension of bran- 
ches covering particularly the semi-urban and rural areas has 
enabled the Bank and its Subsidianes to provide cheaper remit- 
tance facilities in these areas and thereby assist the development 
of co-operative credit 

In the sphere of rural credit, the Bank provides direct 
finance to marketing and processing co-operatives in areas where 
there is httle or no near prospect of the central co-operative 
banks being able to provide prompt and adequate finance at 
reasonable rates of interest to these societies Where the central 
co-operative banks are in a position to finance these societies, the 
Bank finances only those societies which seek the assistance ot 
the Bank with the consent of the central financing agencies and 
the Registrar of Co-operative Societies so that the basic relation- 
ship between the central co-operative banks and the co-operative 
societies is not disturbed The Bank generally grants advances 
against pledge and repledge of agricultural commodities for 
meeting the working capital requirements of marketing apd pro- 
cessing co-operatives In suitable cases clean advances for limit- 
ed amounts are also granted In addition the Bank grants medium 
term loans for periods ranging up to 7 years to processmg co- 
operatives and industrial co-operatives which already have 
borrowing arrangements with it for their requirements of working 
capital and wish to obtain finance for purposes of expansion, 
modernisation, etc 

Among processing co-operatives co-operative sugar factones 
are offered certain special facilities These include provision ot 
interim accommodation by way of clean loans on the guarantee 
of the concerned State Government pending the disbursement of 
loans granted to them by the Industrial Finance Corporation, 
granting of advances against pledge of sugar stocks and readily 
saleable stores, provision of clean credit facilities for limited 
amounts for meeting their working capital requirements and esta- 
bhshmg letters of credit and, where necessary, deferred payment 
guarantees for covermg the import of capital goods and machi- 
nery on the security of the general assets of the factory and/or 
the guarantee of the respective State Governments 



338 


THE INDIAN RURAL PROBLEM 


The Bank has also been actively associated with the ware- 
housing development scheme and has subscribed to the share- 
capital of the Central Warehousmg Corporation to the fullest 
extent (i c , Rs 1 crore) provided for in the Agncultural Produce 
(Development and Warehousmg) Corporations Act, 1956 While- 
implementing its branch expansion programme, the Bank has also- 
been endeavourmg to co-ordinate it with the warehousing scheme. 
It also took initiative m evolving appropriate procedure for 
granting advances by banks against the secunty of warehouse 
receipts It offers a slightly lower rate on advances agamst 
the secunty of warehouse receipts to co-operative banks and! 
societies Outstanding advances granted by the Bank agamst the- 
security of warehouse receipts amounted to Rs 206 lakhs at the 
end of September, 1964 

It has also been assistmg the development of land mortgage 
banking m the country by providmg financial assistance to these 
banks, through (1) subscription to the debentures issued by co- 
operative central land mortgage banks, (2) granting advances on 
the secunty of such debentures with a view to improving the 
marketability and popularity of these debentures in the money 
market and (3) provision of interim financial accommodation to> 
co-operative central land mortgage banks against Government 
guarantee m order to help them carry on their normal loan busi- 
ness pendmg the raismg of funds through floatations of deben- 
tures 

The Bank grants, though on a relatively limited scale, 
advances to State and central co-operative banks against authons- 
ed Government secunties and debentures of co-operative central 
land mortgage banks at a concessional rate of | per cent below 
the Bank’s Advance Rate The Bank also affords other general 
facilities such as liberalised and extended remittance facihties. 
etc Industrial co-operatives are granted accommodation on the 
pledge of acceptable raw matenals and finished goods, dean 
accommodation on the guarantee of State Governments, apex, 
central or mdustrial co-operative banks It has also deaded re- 
cently to grant advances to co-operative wholesale stores agamst 
the pledge of stocks 
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Table VI 

FINANaAL ASSICTANCE PROVIDED BY THE STATE BANK OF 
INDIA TO CO-OPERATIVE INSTITUTIONS AS ON 
SEPTEMBER 30, 1964 


(Rupees in crores) 


Type of institution 

Amount outstanding 

1 

Marketing and processmg societies 

02 

2 

Co-operative sugai factories 

21 

3 

Co-operative banks 

34 

4 

Co-operative central land mortgage banks 

36 

5 

Industrial co-operatives 

02 

6 

Other co-operative institutions 

01 


Total 

97 


Source The Annual Report of the State Bank of India, 1964 


The financial assistance to all types of co-operative institutions 
aggregated Rs 9 7 crores at the end of September, 1964 The 
marketing and processmg societies, however, accounted for a 
very small proportion of the total credit provided by the State 
Bank of India Some of the factors which hamper progress 
in financing marketing and processmg co-operatives are 
related to (i) deficiencies m the co-operative marketing sector 
such as lack of marketmg societies which can be 
financed on the basis of the soundness of their financial position, 
(n) lack of suitable godowns, (iii) procedural delay relating to 
repledge and in releasing goods from godowns located at some 
distance from the office of the State Bank and (iv) legal difficul- 
ties such as the absence of statutory provision for the registration 
of a charge agamst the assets of a society on the Imes of the 
provision for registration of charges agamst the assets of limited 
companies under the Companies Act 

Apart from opening of branches, provision of the 
ordinary banking services and the mobilisation of savings 
through depositors’ accounts in rural areas, the Bank 
made available large volume of finance for the procurement 
of foodgrams as well as other agricultural produce. In the sphere 
of rural credit, marketmg and processmg credit there was a 
gradual increase m contnbution made by the Bank Recently 
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the Bank has approved a scheme of Rural Pilot Centres with a 
view to assistmg in the provision of credit for production, agricul- 
tural and mdustrial, m rural areas It is proposed to open 50 
to 70 centres distributed over the whole country In addition to 
the usual items of bankmg services and mobilisation of savings, 
such centres will seek to fill in, on a pilot basis, the gaps and in- 
adequacies, if any, m the existmg rural credit mstitutions The 
financing arrangements will, of course, be co-ordinated with the 
programme of reorgamsation of co-operative credit and the opera- 
tions of co-operative banks and societies m the areas to be 
covered. 

Warehousing Development 

An important aspect of the mtegrated scheme of rural credit 
and hence of co-operative development plans, relates to the promo- 
tion of warehousmg facilities and rural economic activity, eg, 
marketing and processmg, organised on a co-operative basis An 
account of warehousmg development is given in the next chapter 

STRUCTURE OF AND TRENDS IN CO-OPERATIVE CREDIT 

The short and medium term co-operative credit structure, as 
It has evolved m our country, is federal in character, consistmg 
of three tiers, viz, the State co-operative banks at the State 
level, the central co-operative banks at the distnct level and 
primary co-operative credit societies at the village level To- 
gether, these institutions are expected to constitute an integrated 
system for mobilising resources and be an effective means of 
supplying credit The long-term credit structure consists of two 
tiers only, viz , central land mortgage banks at the State level and 
pnmairy land mortgage banks at the district level Some impor- 
tant features of their structure, functions and role in providing 
credit are discussed in the following paragraphs 

State Co-operative Banks 

The constitution of a co-operative bankmg institution at the 
apex level was considered essential as early as in 1915. The 
Maclagan Committee emphasised the need for havmg an apex 
bank in each major provmce to co-ordmate and regulate the 
forking of central co-operative banks The apex bank at the 
iState level operates as a balancing centre for the resources of 
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the movemeBl in the entire State At the top of the federal 
structure, it derives its strength from its afSIiated institutions and 
gives, m return, the strength earned as a result of its contacts 
with the monetary structure of the country It is its federal 
character which ensures that it functions in such a manner that 
all felt needs are fairly met and at the same time its financial 
soundness is not jeopardised by careless lending, poor 
recoveries, etc The apex bank provides the link between 
the Reserve Bank of India and the money market on the one 
hand and the entire co-operative credit structure on the other It 
acts as the custodian of the surplus resources and the reserves of 
the central co-operative banks and supplements them by attracting- 
sizable deposits and by obtaining loans from the Reserve Bank 
of India Under the scheme of co-operative agricultural credit 
developed in the countiy, the State co-operative bank has been 
considered such a vital link that it has been given a status com- 
parable to that of a scheduled bank and, for certain purposes, the 
central financing agencies have been treated as its branches The' 
fact that the apex and central banks are different legal entities, 
though closely mterrelated, is a factor of protection to an outside 
agency which provides funds to the system in that there is a 
cushion and guarantee in the shape of resources and the super- 
vising machinery at both the apex and central co-operative banks. 
The State co-operative bank, therefore, occupies a key position 
in the entire structure of short term and medium term co-operative 
credit 

There were 21 State co-operative banks functioning m all 
States and Union Temtones except Goa and Andaman and 
Nicobar Islands at the end of 1962-63. The total paid-up share 
capital of the State co-operative banks was Rs 23 18 crores as 
on June 30, 1963 against Rs. 18 24 crores and only Rs. 1.90 
crores on June 30, 1961 and June 30, 1952, respectively. Thus 
between the years 1951-52 and 1962-63, there was a more than 
ten-fold mcrease in the paid-up share capital of State co-operative 
banks With the mitiation of the Integrated Scheme of Rural 
Credit, the State Governments started contnbuting to the share 
capital of co-operative banks, although in one State, v/z, the 
pre-reorganised Bombay this policy was adopted as early as m 
1949 The amount of State contribution to share capital is 
available since 1955-56 and the available data mdicate that the 
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State contribution to share capital increased from Rs. 1 88 crores 
m 1955-56 to Rs 6,46 crores m 1960-61 and further to Rs 8 63 
crores m 1962-63 The reserves also increased substantially from 
Rs 2 36 crores on June 30, 1952 to Rs. 8 76 crores as on June 
30, 1963 Between 1951-52 and 1962-63, the increase in the 
deposits was of the order of Rs 76 13 crores while borrowings 
increased by as much as Rs 141 crores There was a steady 
rise in the working capital (total of paid-up share capital, 
reserves, deposits and other borrowings) from Rs 36 72 crores 
in 1951-52 to Rs. 221 65 crores m 1960-61 and further to 
Rs. 281.51 crores in 1962-63 Table VII gives the comparative 
-composition of the working capital as on June 30, 1952, 1956, 
1961 and 1963. Although m absolute amounts there has been an 
increase m each of the constituent items of the working capital 
over the last decade, the proportion of owned funds to workmg ca- 
pital was steady around 11 per cent As against a substantial rise 
in borrowmgs, the nse in deposits contmued at a rather slow rate. 
As a result m terms of percentages to workmg capital, other bor- 
rowings increased from 31 per cent to 54 per cent dunng the 
period 1951-52 and 1962-63 while deposits declmed from 58 per 
cent to 35 per cent during the correspondmg period Borrow- 
ings from Reserve Bank had become a major source of borrow- 
ing forming 49 3 per cent of the working capital m 1962-63 as 
against only 18 7 per cent in 1951-52 The loans outstanding 
increased during the same penod from Rs 2001 crores to 
Rs 214 09 crores (Table VIII) Though the rise was moderate 
till 1955-56, the subsequent nse was more marked, bemg about 
six times the 1955-56 level 

A feature of the advances portfolio of these banks was a 
decline in the proportion of outstanding loans held by individuals 
and others from 9 per cent m 1951-52 to 3 per cent m 1962-63. 
The amount of overdues showed an mcrease from Rs. 3 22 crores 
as on June 30, 1952 to Rs. 8 24 crores as on June 30, 1963, 
though in terms of percentage to outstandings there was a fall 
from 16 per cent to 4 per cent, 

Central Co-operative Banks 

The position of central co-operative banks is of crucial im- 
portance in the co-operative credit structure. They form an 
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Source StaUsticai Statements relating to the Co-operative Movement m India for the years 1951-52 1955-56 1960-61 
and 1962-63, Reserve Bank of India 



344 


THE INDUN RURAL PROBLEM 


Table Vm 

LOANS OUTSTANDING OF STATE CO-OPERATIVE BANKS 
(Rupees in lakhs> 




As at the end of 


1951-52 

1955-56 

1960-61 

1962-63 

Co-aperatives 

18,18 

32,14 

162,80 

208,37 


(91) 

(92) 

(98) 

(97) 

Individuals and others 

1,83 

2,63 

3,89 

5,72 


(9) 

(8) 

(2) 

(3> 

Total 

20,01 

34,77 

166,69 

214,09 

Of which overdue 

3,22 

3,70 

6,97 

8,24 


(16) 

(11) 

(4) 

(4) 


Source Statistical Statements relating to the Co-operative Movement 
for the respective periods 


Note Figures m brackets indicate percentages to total 

important Imk between the State co-operative bank at the apex 
and the primary agncultural credit soaeties at the base The 
Maclagan Committee suggested that the term ‘‘central bank” 
should be applied to all local financing institutions directly 
financing the primary societies, “within an area sufficiently limit- 
ed to allow them to exercise also the duties of supervision and 
control over these societies ” The Standmg Advisory Committee 
on Agncultural Credit constituted by the Reserve Bank recom- 
mended that as a general proposition, there should be one cen- 
tral co-operative bank for one district This view was also 
expressed by the Rural Credit Survey Committee. A programme 
of rationahsation of the central co-operative banking structure 
was taken up m the States dunng the Second Plan period through 
a process of merger or amalgamation of uneconomic or weaker 
umts with a view to establishing one strong viable central bank 
in each distnct Although good progress was made m this direc- 
tion there are stiU some areas m the country where some weak 
banks contmue to function because of their reluctance for 
vanous reasons to amalgamate with the stronger banks in the 
district 

, Central banks are the intermediate agency between the 
primary credit societies at the village level run by the agricul- 
tunsts havmg no touch with the money market and the State 
co-operative banks run mainly from the metropolitan cities, having 
httle direct association with the countryside This agency is 
closer to the primary societies than an apex bank could be and 
affords opportunities to them for influencing its policies to* 
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suit their requirements and enables them to tram themselves m 
sound banking prinaples and practices The central bank’s 
primary function is to mobilise the resources in the distnct for 
financmg its members to the maximum extent possible m addi- 
tion to channelling the flow of funds from the State co-operative 
bank 

The number of central co-operative banks in the country 
declined from 509 in 1951-52 to 386 m 1962-63 mainly due to 
the process of amalgamation and reorganisation referred to- 
above The paid-up shaie capital of the central banks recorded 
a substantial increase from Rs 4 62 crores at the end of 1951-52 
to Rs 55 10 crores by the end of 1962-63, the rise bemg marked 
smce 1956-57 largely due to the increased State contnbution to 
share capital of these mstituhons The available data since 
1956-57 on ownership of share capital show that the share capital 
held by Government increased from Rs 1 26 crores in 1956-57 
to Rs. 14.98 crores in 1962-63. The total reserves of these 
banks showed a gradual rise from Rs 5 19 crores to Rs 17 17 
crores The composition of the working capital of these banks 
shows an mcreasing dependence on funds borrowed from apex 
banks as wiU be seen from Table IX 

The trends m the constituent items of working capital of cen- 
tral co-operative banks are more or less same as m case of State 
co-operative banks In terms of percentages to working capital, 
the owned funds were steady around 16 to 18 per cent, deposits 
declined from 64 per cent to 36 per cent while the borrowing 
showed an mcrease from 20 per cent to 46 per cent during the 
penod 1951-52 and 1962-63 

The volume of fresh advances made by central co-operative 
banks showed a considerable increase from Rs 105 64 crores in 
1951-52 to Rs. 440 56 crores m 1962-63. Their outstanding loans 
as on June 30, 1963 amounted to Rs. 292 13 crores of which 
Rs. 288.69 crores were due from societies and Rs 3.44 crores 
from individuals and others (Table X) Though m terms of amount, 
the overdues were much higher in 1962-63 than m 1951-52, as pro- 
portion of outstandmgs they rose to 18 per cent which was 
hi^er by 5 per cent over their proportion as on June 30, 1952. 

1-21 



Table IX 


346 


THE INDUN RURAL PROBLEM 


Ck 


CO 

1 

g 

I 

s 

Ok 

o 


< 

m 

V 

§ 

kJ 

I 

3 

o 


w 

oil 

i 




Cl 

Q\ 


<D tift 

»=5 5:! S 

0^5 


o ^ 
d tf 

it 

ciiB 


§ 

O 


(L> (>!} 

8g& 


a*s-H 

l-gS 


d 

§ 

a 

< 


S 


^ OO 

T-< d 


s 


8 

oo 

d 


o 


s 


oo 

ON 


T3 

d 

d 


’TO 

<D 

d 

O 




o 

P 


o 

d 

d 


VO 

'’t 


Ib 





K-* 

C 





M 

d 

l> 

in 

>-K 

O 

o 

VO 

T— < 

d 

00 

a 

d 

m 

*n 

4>~< 

< 

o M 

On 


*n 

d 


VO r-K 

4n O 

VO CN 


d 

CO 


g} 

i 


p 


Source Statistical Statements relating to the Co-operative Movement in India, Op ctt 



THE ROLE OE CO-OPBRATION 


347 


Tvble X 

LOANS OUTSTANDING OF CENTRAL CO-OPERATIVE BANKS 

(Rupees in kkhs) 


As at the end of 



1951-52 

1955-56 

1960-61 

1962-63 

Co-operative societies 

32,85 

50,86 

216,37 

288,69 

(91) 

(94) 

(98) 

(99) 

Individuals and others 

3,06 

3,48 

3,66 

3,44 


(9) 

(6) 

m 

(1) 

Total 

35,91 

54,34 

220,03 

292,13 

Of which oveidue 

4,78 

7,88 

27,43 

52,89 


(13) 

(15) 

(12) 

(18) 


Source Statistical Statements relating to the Co-operative Movement 
in India, Op cit 

Primary Agricultural Credit Societies 

The pnmary credit society forms the base of the co-operative 
credit structure and on its working depends, to a large extent, the 
soundness of the whole co-operative credit structure The village 
credit society is the best agency to inculcate the habit of thnft, 
seK-help and mutual help among its members It is engaged m 
securing for its members services of vanous kmds. It has to 
keep the concepts of mutuality and ethical dealings in mind and 
ensure sufficient social cohesion 

The pnmary agncultural credit societies cover dffierent types 
of credit societies, though the common feature of all these dif- 
ferent societies is that most of their members are agnculturists 
The group includes (1) large size societies which include rural 
banks, agncultural banks and credit unions, (2) service co-opera- 
tives and (3) other small size societies The small size societies 
constitute a composite category and include smgle purpose as well 
as multipurpose societies Shifts m the policy regarding the 
type, size and functions of the primary credit societies dunng the 
last decade to which a reference has already been made have 
influenced the pattern of organisation of societies Though the 
Rural Credit Survey Report recommended the organisation rf 
large size societies, m the present co-operative development 
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pohcy, on the basis of which the district development plans are 
formulated, the emphasis is on promotion and development of 
service co-operatives The primary functions of a service co- 
operative are provision of short and medium term credit, supply 
of agricultural and other production requirements and collection 
of agricultural produce for sale through the marketing society 
In addition to these functions, these co-operatives help m the 
formulation and implementation of village plans for increasmg 
agncultural production Though organisation of large si2e so- 
cieties has been discontinued, those which were already orga- 
nised are allowed to continue Thus, three types of societies, 
vjZr large size, erstwhile small size and the newly organised 
service co-operatives continue to exist at present in most of the 
States 

The primary agricultural credit societies which constitute 
the largest smgle group of societies m the country increased 
from 108 lakhs to 211 lakhs dunng the penod 1951-52 and 
1962-63 Of the total number of societies, 65 per cent were 
of hmited liability type m 1962-63 as compared to only 29 per 
cent m 1951-52 Though m some States a large number of vil- 
lages was techmcally covered by the societies, the extent of 
effective coverage was small as there was a large number of 
dormant societies, their number constituted about 19 per cent 
of the total number of societies m 1962-63 Moreover, in case 
of many of the working societies, their activities were largely 
confined to the headquarter villages The membership of agri- 
cultural credit societies was 217 lakhs at the end of 1962-63 
as against 48 lakhs at the end of 1951-52 Although the mem- 
bers^p has been technically thrown open to aU classes of 
cultivators, it has been observed that in many areas the mem- 
bership mainly compnses of big and medium land holders, the 
proportion of small land holders being very small Further, 
the bulk of tenant-cultivators still continue to remain outside 
the co-operative fold 

The primary agncultural credit societies made some progress 
in buildmg up their resources dunng the last decade Though 
State contribution was, to some extent, responsible for the in- 
crease m the total share capital, the increase m membership 
dunng the period was also a contributory factor The mobili- 
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sation of deposits by these societies being meagre, they depend- 
ed to a large extent on the borrowmg from the central co-opera- 
tive banks 

An analysis of the data show that the average member- 
ship per society for India as a whole rose from 44 at the end of 
1951-52 to 103 at the end of 1962-63, the mcrease being parti- 
cularly noticeable durmg the Second Five-Year Plan period The 
average share capital and deposits per society and per member 
have shown sharp rises durmg the same period, still the average 
level continued to be low as can be seen in Table XIL 


Table XII 

PRIMARY AGRICULTURAL CREDIT SOCIETIES 
ALL-INDIA AVERAGES 


(Amount m rupees) 




As at 

the end of 



1951-52 

1955-56 

1960-61 

1962-63 V 

1 Membership per society 

44 

49 

80 

103 

2 Working capital per society 

4,190 

4,946 

12,913 

17,526 

3 S3iar© capital 

(a) per society 

827 

1051 

2,722 

3,766 

(b) per member 

19 

22 

34 

37 

4 Deposits 

(a) per society 

Am 

441 

m 

963 

(b) per member 

9 

9 

9 

9 


Source' Statistical Statoaeats rdatin^ to the Co-operative Movement 
m India, Op ctt 
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The advances of these societies to their members increased 
more markedly smce the introduction of the Integrated Rural 
Credit Scheme as may be seen from Table XIII. 

Table XIII 

PRIMARY AGRICULTURAL CREDIT SOCIETIES 
CREDIT OPERATIONS 


Year 

Loans advanced 
durmg the yeai 

Loans out- 
standing at 
the end of 
the year 
(rupees m 
crores) 

Loans over- 
due at the 
end of the 
year 

(rupees in 
crores) 

Overdues 
as percen- 
tage of out- 
standings 

Total 
(rupees 
m crores) 

Average 
per member 
(Rs) 

1^51-52 

24 21 

51 

33 66 

8 52 

25 

1955-56 

49 62 

64 

5984 

1496 

25 

1960-61 

202 75 

119 

218 00 

44 30 

20 

1962-63 

257 37 

118 

302 78 

7718 

25 


Source Statistical Statements relating to the Co-operative Movement 
m India, Op cit 


Loans advanced per member which rose from Rs 51 to Rs 64 
from 1951-52 to 1955-56 almost doubled between 1955-56 and 
1962-63 The position regarding overdues, however, had been 
showing a disquieting trend 


Land Mortgage Banks 


For provision of long-term credit to agriculture a separate 
co-operative organisation has been set up and it is known as 
the land mortgage banking system This is a two tier organisa- 
tion with the apex bank at the State level and the primary banks 
at the distnct/taluka level Long-term credit is provided to 
agriculturists on the secunty of land which is mortgaged to the 
bank The period of loan vanes from 10 to 20 years The 
resources of these banks ate mainly collected through floatation 
of debentures, which are guaranteed as to the prmcipal and m- 
terest by the State Government concemedJ j ||hLe Rural Credit 
Survey Report recommended establishments c|| a central land 



352 


THE INDIAN RURAL PROBLEM 


mortgage bank in each State and continuance of the two tier 
structure. 

While the set up of the long-term credit structure is the same 
at the apex level, ie, a central land mortgage bank in each 
State, there is a considerable variation in the organisation below 
that level In Madras, Andhra Pradesh and Mysore, the opera- 
tional unit below the State level is a primary land mortgage 
bank at the taluka level In the Saurashtra region of Gujarat 
and in Bihar, the apex land mortgage bank advances loans 
directly to mdividuals through its branches, hi Maharashtra, 
Punjab, Madhya Pradesh, Travancore-Cochin area of Kerala, 
Uttar Pradesh, Rajasthan and West Bengal, primary land mort- 
gage banks are orgamsed at the distnct level. In Madhya Pra- 
desh, areas not served by primary land mortgage banks are 
financed by central co-operative banks through their land 
mortgage banking sections 

There were 19 central land mortgage banks and 571 primary 
land mortgage banks in the country at the end of 1962-63 as 
against 6 central land mortgage banks and 289 primary land 
mortgage banks at the end of 1951-52 Of the 19 central land 
mortgage banks, one in Rajasthan was dormant As stated 
already, the central land mortgage banks raise the funds reqmred 
by them largely by the issue of debentures while primary land 
mortgage banks obtain funds mainly from the central land 
mortgage banks The progress achieved by the land mortgage 
banks in India during the last decade may be seen from Table 
XIV 


A noteworthy feature of the advances portfoho of central land 
mortgage banks during 1962-63 was that out of the total of 
Rs 24 62 crores, as much as Rs 13.36 crores were for land 
improvement and Rs 678 crores for purchase of machinery 
The loans for debt redemption were Rs 3 49 crores This was 
in contrast to the position before the planning era started, when 
the most predommant purpose of loans was redemption of old 
debts 
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Table XIV 


FINANCIAL POSITION AND LOAN OPERATIONS OF LAND 
MORTGAGE BANKS 

(Rupees m crores) 



Item 

Central Land Mortgage 
Banks 

Primary Land Mortgage 
Banks 



1951- 

52 

1955- 

56 

1960- 

61 

1962. 

63 

1951- 

52 

1955- 

56 

I960- 1962-. 
61 63 

1 

Number of 
Banks 

6 

9 

18 

19 

289 

302 

463 

571 

2 

Membership 
Banks and 
societies 

404 

491 

696 

730 



_ 




Individuals 
(m thousands) 

34 

90 

2,74 

3,72 

2,14 

3,14 

6,69 

1051 

3 

Working 

capital 

1017 

18 53 

47 60 

85 85 

7 59 

1135 

26 99 

5502 

4 

Loans made 










during the 
year 

Banks and ) 


societies [ 

2 51 

2 83 

7 18 

18 33 








Individuals ' 

5 Outstandings 
at the end of 
the year , 

Banks and j 
societies f 

445 

6 30 

1 30 

1,74 

7 17 

1919 



8 05 

1308 

23 53 

4900 

— 

— 

— 

— . 

( 

Individuals 1 



13 08 

18 89 

6 96 

10 51 

24 66 

5136 


Source: Statistical Statements relating to the Co-operative Move- 
ment in India, Op ctJ 


AGRICULTURAL REFINANCE CORPORATION 

It IS observed that the land mortgage banks because of their 
meagre resources and existing institutional framework were not 
in a position to finance specific area development or similar other 
projects for agricultural development As the expenditure on 
such projects will be heavier in the initial stages the scale of 
finance will have to be much higher than that permissible under 
the existmg rules The gestation penod of each scheme will 
wary with the type of crops raised. Thus the initial inv^t- 
ments, made out of borrowings, can be repaid only after a period 
of yean; and the repayment schedule itself will have to pro- 
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Vide for deferred repayments of principal and interest The- 
implementation of such development projects will need tech- 
nical guidance, inter-departmental co-operation and close super- 
vision of a far higher order than that is made available by the 
existing structure of the land mortgage bankmg system 

The need for providing finance for development of plantahon 
crops was also emphasised by the Conference of Land Mortgage 
Banks held in September, 1960 and the Standing Advisory 
Committee on Agncultural Credit It was pomted out that the 
commercial banks could not undertake the responsibility of pro- 
vidmg long-term loans for such special schemes unless refinancing 
facilities were made available to them These considerations 
led to the establishment of the Agncultural Refinance Corporation 
on July 1, 1963 

The Corporation has an authorised share capital of 
Rs 25 crores divided mto 25,000 fully paid-up shares of 
Rs 10,000 each In the first instance, 5,000 shares valued at 
Rs 5 crores were issued of which an amount of Rs. 2 50 crores 
was subscribed by the Reserve Bank, Rs 1 50 crores by State 
co-operative banks, and central land mortgage banks and Rs 1 
crore by the scheduled banks, mvestment and msurance com- 
panies The shares are treated as trustee secunties and are 
guaranteed by the Central Government as regards repayment of 
pnnapal and payment of an annual dividend, fixed at 4^ per cent 
in the case of the first issue. The Government of India gave 
an interest-free loan of Rs 5 crores to the Corporation, the re- 
payment of which would commence only after 15 years The 
Corporation is also empowered to borrow from the Reserve 
Bank (for a period not exceedmg 18 months) and from the Central 
Govranment and other institutions approved by the Govern- 
ment It can issue bonds and debentures and accept fixed' 
deposits for 12 months and more Hie maxunum borrowing 
power of the Corporation through all these sources is limited 
to 20 times its paid-up capital and reserve fund 

The Corporation will grant financial assistance for schemes 
of (a) land reclamation, preparation of land for full utihsaUon 
of imgation faohties, (b) development of special crops such as 
arecanut, coconut, cashewnut, cardamom, coffee, tea. etc , and 
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(c) development of mechanised farming, use of electncity for tube- 
wells, pump sets and development of animal husbandry, dairy 
farming, pisciculture and poultry farming Besides being eco- 
nomic, the schemes to be financed will have to be commercially 
paying, pertainmg to specified areas and specified crops, they 
should also be compact and composite ones, susceptible to 
close and intensive supervision and evaluation Further, the 
schemes should be capable of bemg worked through the existing 
co-operative structure All State co-operative banks, central land 
mortgage banks and scheduled banks as are shareholders of the 
Corporation are eligible for financial assistance, which will be 
mainly by way of refinance to the borrowing institutions In 
special cases where a loan for financing a particular activity is 
considered necessary, the Corporation might directly finance those 
co-operative societies which are approved by the Reserve Bank 
for that purpose The Corporation would grant medium term 
loans (3 to 5 years) and long-term loans (for over 5 years, up to 
15 years and m exceptional cases up to 20 years) at 5^ per cent 
per annum (subject to revision), the mmimum amount being 
limited to Rs 1 lakh Dunng the year ended 1963-64 the 
Corporation has approved four schemes of agricultural deve- 
lopment, involving a total financial outlay of Rs 637 50 lakhs 

MARKETING SOCIETIES 

The co-operative marketing societies numbermg 12,374 as 
at the end of June 1962 accounted for 3,6 per cent of total co- 
operative societies in India As much as 74 3 per cent of these 
societies are specialised societies dealing m sugarcane. 

Policy and Development 

The first phase m development of co-operative marketing 
soaeties covered a decade and half durmg the World War 11 
and post-war penod Under conditions of control and rationmg 
most of the societies functioned as agents for procurement and 
distnbution of controlled foodgrams and other articles With 
the liftmg up of the control smce 1951-52 and the emergence 
of free market many societies went out of operation and those 
existed concentrate on distribution of such commodities as fer- 
tilizers, etc. The period beginning from decontrol to the m- 
troduction of tlie Second Hve-Year Plan was a transitional 
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period for marketing co-operatives during which period except 
the single commodity societies hke cotton sale societies m 
Maharashtra and Gujarat and few isolated societies in other 
areas» marketing societies in general were actually inoperative 

As early as 1946, the Co-operative Planning Committee 
emphasised the necessity for planned development of co-opera- 
tive marketmg societies and laid down certain overall targets 
The Committee recommended that within ten years, the ca-op)era- 
tive marketing societies should be able to sell 25 per cent ©f 
marketable surplus of agricultural produce and for this purpose 
there should be 2,000 marketmg societies. 11 provincial market- 
ing societies and an AU-India Marketing Association The de- 
velopment of storage and warehousmg capacity, increased State 
aid and assistance were also envisaged and specific recommen- 
dations were made in regard to each of these aspects These 
recommendations, however, were not fully implemented The 
First Five-Year Plan emphasised the need for developing 
marketing societies But no appreciable progress was made 
dunng the First Plan period The Rural Credit Survey Report 
recommended a senes of measures for planned development of 
co-operative marketing societies m the agricultural sector This 
included State participation in share capital of marketing socie- 
ties, establishment of the National Co-operative Development and 
Warehousing Board, the Central Warehousmg Corporation, etc, 
to which a reference has been made already The Second Five- 
Year Plan incorporated many of the recommendations of the 
Rural Credit Survey Report and set forth targets and formulated 
specific schemes for development of co-operative marketing Tlie 
&cond Plan envisaged a target of 1,800 pnmary marketing 
societies to be orgamsed and 1,500 godowns to be constructed 
The National Co-operative Development and Warehousing Board 
was established in 1956 to act as the chief agency for planning 
and promoting development schemes relating to marketing socie- 
ties The Third Five-Year Plan had gone a step further inasmuch 
as It fixed targets not only m terms of the number of societies 
to be organised but also relating to quantity of produce to be 

4 Report of the Co-op€Tative Planning Committee appointed by the 
'Government of India on the Recommendation of the Fourteenth Regis- 
trars’ Ccmference (1946), pp, 64-65 
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handled by co-operatives The progress in the working of co- 
operative marketing societies is discussed m the next chapter 

NON-CREDIT CO-OPERATION 

Co-operative movement in the non-credit sphere of agri- 
culture received an impetus during the World War II period, 
although sporadic attempts were made earlier when the organi- 
sation of credit co-operatives was taken up The impetus dunng 
the war arose mainly from the desire of improving the conditions 
of the cultivators and helping them in activities allied to agn- 
cultural production Agricultural non-credit co-opcration received 
a further stimulus durmg the Second Five-Year Plan period when 
the co-operative movement as a whole was considered an instru- 
ment of agncultural development and for that matter State 
partnership was provided on an increasing scale Since then co- 
operation in agncultural non-credit sphere has been contmuously 
growing The mam activities imder agricultural non-credit co- 
operation are to enlarge the area of cultivation, to adopt im- 
proved agncultural production techniques through the use of 
improved seeds, chemical fertilizers, irrigation facilities and to 
render all possible assistance in activities allied to agriculture 
such as fisheries, animal husbandry, poultry, etc Thus, in the 
rural sector agncultural non-credit co-operation would compose 
farming, irrigation* milk, fishenes societies, etc 

Co-operative Farming Societies 

The Co-operative Planmng Committee which presented its 
report m 1946 broadly classified the co-operative farming socie- 
ties into four categones, namely^ better farming, joint farming, 
collective farming and tenant farming societies In fact, the 
place of co-operative farming in one or more of these forms in 
the reconstruction of the India’s rural economy has been subject 
of serious consideration The Nagpur Resolution of January, 
1959 of the Congress Party lent support to the organisation of 
co-operative j'oint farmmg and suggested that the future agrarian 
pattern should be based upon this form of co-operative organi- 
sation With a view to forming a practical programme for imple- 
mentation of this resolution, the Working Group on Co-operative 
Farmmg was appomted m 1959. In its report, the Working 
Group emphasised the need for flexibility m approach in the 
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organisation of co-operative farming societies and suggested that 
such societies be organised on a voluntary basis The subsequent 
dehberations at various levels led to the emergence of the scheme 
of the pilot project consistmg of about ten co-operative farming 
societies in every district dunng the Third Five-Year Plan period. 
At the end of June 1961, there were 6,325 societies distributed as 


follows among its vanous categones. 

1 Joint farming societies 2,080 

2 Collective famimg societies 1,104 

3 Better and Tenant farming societies 3,141 

Total 6,325 


As on June, 1962, the number of jomt farmmg societies mcreased 
to 2,381 by 301 societies, whereas their total membership reflect- 
ed an mcrease from 51 to 56 thousand durmg 1961-62 The 
number of members workmg full time and part-time were 
21 and 10 thousand, respectively, m June, 1962 The area 
commanded by these societies was 3 65 lakh acres of which 
2 73 lakh acres were under cultivation Value of production and 
their sales amounted to Rs. 1 10 crores and Rs 1 35 crores, res- 
pectively, durmg 1961-62 The collective farmmg societies too 
displayed a sigmficant improvement durmg 1961-62, their number 
having increased from 1.104 to 1,196 and their membership 
from 37 to 41 thousand Area commanded and cultivated by 
these societies durmg 1961-62 was 1 97 and 1.12 lakh acres, res- 
pectively. Value of sales and production were of the order of 
Rs 47 lakhs and Rs. 42 lakhs, respectively 

Of the total 3,577 Ooint and collective) farming soaeties m 
1962, the State-wise distabution was Punjab • 979, Maharashtra 
585, Uttar Pradesh 510, Rajasthan 335, Assam 223 and 
Gujarat' 200 The remaimng 20 per cent of the societies were 
distributed over States like Andhra Pradesh, Bihar, Kerala, 
Madhya Pradesh, Madras, Mysore, Onssa, West Bengal, Jammu 
& Kashmir and six Centrally Administered States. In Punjab 
and Uttar Pradesh, and to a smaller extent m Rajasthan, the 
trend is towards the organisation of jomt farmmg m preference 
to collective farmmg societies In Gujarat. Assam and Maha- 
rashtra, the trend is towards the organisation of collective 
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farming societies Among these important States, only Maha- 
rashtra and Rajasthan have mamtamed some balance between 
the two categories of farming soaettes 

In Punjab co-operative farming is of recent growth, the 
number of societies rising from 441 m June, 1956 to 979 m June, 
1962 The number of better farming societies as on June, 1961 
were 139 Dunng 1961-62 the joint and collective farming socie- 
ties together covered a commanded area of 1 28 lakh acres of 
which 1 15 lakh acres were cultivated Their membership was 17 
thousand of which 11 thousand was accounted for by land holders 
Most of these societies were said to be orgamsed by the land- 
lords and big farmers in order to avail of the financial assistance 
from Government and the benefits of ceihng limit on land 
holdmgs as applicable to co-operatives Another feature of the 
farming societies in Punjab was that machinery and implements 
were important than land and buildings Punjab ranked first 
both m the value of foodgrains produced and sold by the farm- 
ing societies 

Farmmg societies m Uttar Pradesh are the result of a scheme 
launched for the first time in 1953-54 Since then their number 
■continued to grow gradually from 104 in 1953-54 to 220 in 
19*55-56, and further to 510 at the end of 1961-62 Their total 
membership composed 7 thousand land holders and among the 
remaining 4 thousand most of them were agncultural labourers. 
There were 9 thousand working members and two-thirds of them 
were engaged' m full time fiicld operations Area commanded and 
cultivated by these societies was 0 96 lakh and 0 71 lakh acres 

In Maharashtra, the orgamsation of co-operative farming 
societies have been undertaken under a scheme smce 1949 But 
m 1952-53 stress was laid on the consolidation rather than ex- 
pansion Later, the scheme of service co-operatives gave a fur- 
tther impetus to the expansion of farming societies m Maha- 
rashtra. Their membership was 13 thousand in June, 1962 An 
mterestmg feature is that unlike m Punjab and Uttar Pradesh, 
nearly two-thirds of the membership was drawn from agricultural 
labourers Nearly 11 thousand of the members were working 
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and as many as 7 thousand were engaged m full time field opera- 
tions It may be mentioned that there is a wide gap between the 
area commanded (0 96 lakh acres) and area cultivated (0 54 lakh 
acres) by the farmmg societies m Maharashtra as compared to 
the societies in Punjab and Uttar Pradesh 

Irrigation Co-operatives 

The credit for organisation of the irrigation co-operatives, 
goes to Bengal which is faced with the problem of over-popula- 
tion on one hand and for conservation of its water resources 
on the other The problem of protection of arable lands from 
floods dunng rainy season is another reason leading to the orga- 
nisation of irrigation co-operatives As an experimental measure, 
the first society was organised m 1919 and durmg subsequent 
years the progress in regard to orgamsation of irrigation socie- 
ties has been rather phenomenal. Partition of Punjab and 
Bengal m 1947 provided a further stimulus to the orgamsation of 
such societies Pnor to the Partition, no need was felt for suchi 
societies in Punjab because of the existence of an excellent net- 
work of canals completed durmg the British regime With the 
Partition the then existmg net-work of canals went to the share 
of West Pakistan and an acute need was felt for mcreasmg irri- 
gation facilities m the State The idea of providing facilities 
through co-operatives m Punjab was given practical shape in* 
1948-49 when a few Zammdar residents of Gurgaon district de- 
cided to pool their resources for sinking a percolation well 
Subsequently, efforts were made to extend co-operation to sinkmg 
of tube-wells With the result a number of tube-wells were in- 
stalled by the imgation societies, mainly in the districts of' 
Amntsar, Ferozepur, Jullundur and Ambala The number of 
irrigation societies m the country at the end of 1961-62 stood at 
1,469 havmg an aggregate membership of 55 thousand and covermg 
a commanded area of 2 73 lakh acres The number of irngatiorr 
societies in the several States were, Uttar Pradesh. 487, West 
Bengal 287, Punjab 238, Gujarat 155, Maharashtra 119 and 
Andhra Pradesh: 43 Of the 487 societies in Uttar Pradesh 
many as 390 societies were dormant m 1961-62. Most of the* 
remaining societies had mstalled only tube-wells In Punjab 
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three-fourth of the societies had installed tube-wells and the le- 
maining were canal irrigation societies 

Irrigation societies in Uttar Pradesh covered in 1961-62 a 
membership of about 8 thousand and commanded area of about 
21 thousand acres In terms of membership and commanded 
area. West Bengal ranked second and third, respectively, next 
only to Maharashtra The commanded area of the irrigation 
soaeties m Punjab was the highest at about 85 thousand acres 
and their total membership was 7 thousand Large proportion 
of the area commanded in Punjab was amgated and it is one of 
the few States where the societies have been functioning rela- 
tively with great success Membership of societies in Gujarat 
was only 5 thousand and covered a commanded area of about 
24 thousand acres One of the important feature of the societies 
m Gujarat is that the value of their assets like land, buildings, 
plant and machinery were relatively high next only to Maha- 
rashtra The value of plant and machinery alone was Rs 35 
lakhs and that of land and buildings about Rs 10 lakhs in 
Gujarat 

In the matter of membership, Maharashtra ranked first 
whereas its rank was second next only to Punjab in the case of 
commanded area The value of plant and machinery of irriga- 
tion societies m Maharashtra was Rs 53 lakhs and that of land 
and buildings about Rs 24 lakhs Irrigation societies in Andhra 
Pradesh covered a membership of about 7 thousand and com- 
manded area of 21 thousand acres Although in terms of number 
and coverage Andhra Pradesh does not occupy any significant 
place, the scheme to develop the Musi Irrigation Project area 
through co-operatives has given fiUip to irrigation co-operatives 
m the State Taken all the States together, the value of irrigation 
works executed up to the end of 1961-62 was Rs 1 66 crores 
Maharashtra and Gujarat alone accounting for Rs 1 20 crores 
Of the imgation societies, 322 worked on profit and most of them 
were situated m Gujarat and Punjab, 690 societies incurred 
neither loss nor earned any profit during 1961-62 and most 
of them came from Uttar Pradesh and West Bengal, whereas 457 
societies worked on loss during 1961-62 Most of the societies, 
incumng loss were situated m West Bengal 


1-22 
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Milk Co-operatives 

Milk muons and societies have been organised in several 
States particularly in Maharashtra, Gujarat, Uttar Pradesh, 
Madras and West Bengal, in order to provide ready market to 
the cultivators on one hand and to supply unadulterated milk 
at moderate rates to consumers m the urban areas on the other 
The societies m the producing areas are generally afiShated to 
the milk unions situated in or nearer to the urban area for the 
purpose of distribution and sale of milk In some cases the 
unions undertake manufacture of milk products, such as, ghee, 
milk powder, cheese, etc Except the Kaira Distnct Milk Pro- 
ducers’ Union, no other union had taken up the pasteunsation of 
milk on a large scale The Kumool Milk Supply Union has also 
facilities for the pasteurisation of milk on a small scale A 
number of unions undertook activities such as, supply of cattle 
feed, provision of veterinary aid and improvement of cattle 
breeds, etc However, a few unions in Andhra Pradesh possess 
some equipments for the manufacture of butter, ghee and cheese 
These products are manufactured by them m winter when the 
supply of milk is plentiful The Government in various States 
are providing financial assistance by way of loans and subsidies 
to acquire pasteurisation plants and other necessary equipments 
and also managerial assistance to imlk unions 

At the end of June 1962 “there were 99 milk supply unions, 
of which 24 were situated in Maharashtra, 21 m Madras, 16 in 
Andhra Pradesh and 10 each m Uttar Pradesh and Kerala The 
number of primary societies and individuals aflSliated to these 
unions was 3,000 and 15,000, respectively In Madras, Uttar 
Pradesh and Maharashtra there was preiK>nderance of societies 
and in Kerala there was preponderance of mdividuals m the 
membership of milk umons During 1961-62, these unions pur- 
chased milk worth Rs. 4 88 crores, and sold milk and milk pro- 
ducts of Rs 4 45 crores and Rs 2 16 crores, respectively. Milk 
unions m Uttar Pradesh were situated in important cities like, 
Lucknow, Allahabad, Varanasi, Kanpur, Meerut, etc The prob- 
lem of surplus milk in Uttar Pradesh was not as acute as it was 
in Andhra Pradesh smee most of the societies affiliated to the 
unions in Uttar Pradesh had the facilities of converting milk into 
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butter, ghee and cheese However, unions m Uttar Pradesh ex- 
penenced some difficulties in selbng their products in open 
market due to competition from the pnvate traders 

Apart from these milk supply unions, there were about 
3,945 milk supply societies covenng a membership of 3 14 lakhs 
Of these, as many as 1,222 covenng a membership of 1 37 lakhs 
were situated in Madras State The value of milk purchased by 
about 4 thousand societies was Rs 6 61 crores and their sales of 
milk and milk products amounted to Rs 7*48 crores and 
Rs 0 19 crore, respectively Although Madras State is leading 
in the number and membership of milk soaeties, the value of 
milk purchased and milk sold was the highest at Rs, 2 57 crores 
and Rs 3 03 crores m Gujarat This State also accounted for 
over 70 per cent of sales of milk products of the societies 

In addition to milk unions and milk supply societies, there 
were 8 ghee unions, 7 in Uttar Pradesh and 1 in Madhya Pradesh 
during 1961-62 Membership of the ghee unions comprised 304 
primary societies and 123 mdividuals Apart from these unions, 
there were primary societies that were engaged m the conversion 
of ghee and these numbered 207 durmg 1961-62 Of these, as 
many as 191 were situated m Uttar Pradesh 

Fisheries Societies 

Most of the fishermen’s societies are concentrated m States 
that are aligned with the coast At the end of June, 1962 there 
were 2,538 fishermen’s societies with an aggregate membership 
of 2 68 lakhs Most of these societies were situated in West 
Bengal, Andhra Pradesh, Madras, Kerala, Assam and Maha- 
rashtra 

Although m terms of membership. West Bengal ranked first 
but m terms of value of assets owned by the societies it has not 
made any improvement It appears that most of the societies m 
West Bengal are small and undertake catch on their own ac- 
count In Andhra Pradesh 407 fishermen’s societies were func- 
tiomng dunng 1961-62 with a membership of 44 thousand How- 
ever with the mtroduction of the system of auctionmg fishing 
nghts over water courses, the co-operatives were reported to be 
in a disadvantageous position The mam function of the fis;he|'| 
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men’s societies in Madras is confined to the acquisition of land 
rights over water courses The members of the societies sell their 
catch on individual accounts in open markets A beginning has, 
however, been made by the members of the Mettur Dam Fisher- 
men’s Co-operative Marketing Society for pooling the catches and 
selling them to vendors at contracted rates The scheme for pro- 
viding modern fishing boats, nylon nets, quick transport vans to 
bring catch to the market has been launched through the fede- 
rations of fishermen’s co-operatives The scheme also envisages 
construction of cunng sheds and godowns In Kerala, a joint 
project of Governments of India and Norway for the develop- 
ment of marine fishing has been launched at Quilon The project 
envisages the introduction of mechanised fishing off the Kerala 
coast, trammg of local fishermen, boat buildmg and settmg up 
of an ice and cold storage plant A sales organisation covering 
all the co-operatives of the ‘Project Area’ has been registered 

Crop Piotection Societies 

Bombay is the only State which had organised a number of 
crop protection societies The number of such societies in the 
State was 158 at the end of June, 1958 The cropped area 
covered by these societies was 4 53 lakh acres 

WEAVERS CO-OPERATIVES 

Among the different types of industrial co-operatives in 
India, the weavers co-operatives co-nstituted the largest single 
group m rural areas, the organisation of which dated back to the 
year 1905 in Madras State The emphasis on co-operative deve- 
lopment of village industries by the Royal Commission on Agri- 
culture in 1928 followed by the decision of the Government of 
India in 1934 to revive the handloom industry by giving sub- 
sidies to the Provincial Governments stimulated interest in such 
co-operatives A further fillip to the organisation of weavers 
co-operatives was given by the recommendation of the Fact 
Finding Committee in 1940 to co-operativise the handloom in- 
dustry and the distribution of yam by the Government through 
these societies durmg the World War II and the post-war years* 
The Government of India in its 1948 Industrial Policy Resolu- 
tion also emphasised the importance of giving a distinctly co- 
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Operative bias to cottage and small scale industries. At the 
beginning of 1952, however, the handloom industry encountered 
an unprecedented cnsis ansing from the slump m handloom 
cloth trade There was curtailment or stoppage of production 
on wider scale with consequent unemployment among the weavers 
The steps to rehabilitate the handloom industry comprised 
(a) the constitution of the All-India Handloom Board, (b) the levy 
of an additional excise duty on mill-made cloth and (c) ensuring 
a market for handloom cloth The general principles drawn up 
by the Handloom Board for grant of financial assistance which 
was to be largely channelled through co-operatives were (i) ad- 
vancing loans to weavers to enable them to contribute to the 
share capital of co-operative societies, (ii) helping weavers socie- 
ties with working capital and (in) setting up of marketing depots 
and inter-State depots 

Although the accepted pattern of the structure of weavers 
co-operatives was one of primary societies at the village level 
and apex societies at the State level, in some areas there were 
central societies at the distnct level also The primary societies 
were broadly classified into production and service societies In 
production societies goods were produced and sold on societies" 
account, the profit and loss being borne by the societies them- 
selves In the service societies, goods were produced by mem- 
bers on their own account and profit or loss was borne by the 
individual members The central societies were to supply raw 
materials and to arrange for marketing of cloth produced by 
primary units These activities though similar to those of the 
apex societies were limited to smaller area of operation There 
has been more than two-fold increase in the number and scale 
of operation of weavers societies during the years 1950-51 to 
1961-62, the rise bemg relatively more pronounced during the 
Second Plan penod The number of primary societies rose from 
4,791 at the end of 1950-51 to 7,995 at the end of 1955-56 and 
further to 12,222 at the end of 1961-62 The central and apex 
societies rose from 44 to 120 and from 9 to 19 respectively 
during the same period Membership recorded nearly 100 per 
cent mcrease to 12,19 lakhs in the case of primary societies State- 
wise distribution of weavers societies showed that out of 12,732 
societies at the end of 1962-63, Uttar Pradesh accounted for 
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U640, Assam 1,533, Madras 1,129, Bihar 1063, Rajasthan 1,004, 
Andhra Pradesh 999, West Bengal 995 and Punjab 955 Regard- 
ing membership, the States are not in the same order and out of 
13 23 lakh members, Andhra Pradesh with 2 6 lakhs stood first 
followed by Madras (2 3 lakhs), Bihar (14 lakhs), Mysore and 
Uttar Pradesh (12 lakhs) Production of handloom cloth rose 
from 1,450 million yards in 1956 to about 2,100 million yards in 
19535 number of handlooms registered within the co-opera- 
tive field increased from 11 6 lakhs in 1957-58 to 12 6 lakhs m 
1961-62 Accordmg to the available information, about two-third 
and more looms were brought m co-operative fold in the States of 
Andhra Pradesh. Bihar, Mysore, Rajasthan, Uttar Pradesh and 
Madhya Pradesh The number of such looms in Gujarat, Maha- 
rashtra and West Bengal exceeded 50 per cent of the total Assam 
stood at the bottom with only 6 per cent of the looms in co- 
operative fold The value of finished goods sold by primary 
societies at Rs 42 51 crores in 1961-62 showed a more than 
three-fold increase since 1950-51 

Apart from owned funds, the resources of handloom co- 
operatives consisted of funds borrowed from Government out 
of the Cess Fund created under the Khadi and Other Handloom 
Industnes Development (Additional Excise Duty on Cloth) Act 
1953 and from the central banks out of funds received by them 
from the Reserve Bank of India through the apex banks The 
State Governments were sanctioned two-year loans up to 87^ 
per cent of the value of shares subject to a maximum of Rs 100 
on condition that weavers contributed 12 | per cent from their 
own resources Such share capital loans amounted to Rs 44 6 
lakhs® during the penod 1953-56 and to Rs 78 9 lakhs dunng 
the Second Plan period, i e , 1956-1961 The amount of working 
capital loans from the Cess Fund disbursed during the First Plan 
period totalled Rs 533 5 lakhs It was felt that societies should 
borrow loans from institutional financing agencies Therefore, 
the Government on the recommendation of the Credit Facilities 
Committee decided that with effect from April 1, 1957 the work- 

5 Report of the Powerloom Enquiry Committee, Government of Indi^ 
(1964) 

6 Report of the Working Group on Handloom Industry, Government 
of India (1959) 
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mg capital of weavers co-operatives for production and that 
of apex societies for marketing of handloom cloth should be 
made available by the Reserve Bank of India through the apex 
and central co-operative banks 

Accordingly, the Reserve Bank of India has been providing 
working capital funds under Section 17(2)(bb) of the Reserve 
Bank of India Act at per cent below the Bank rate- Finance 
IS provided on the basis of their actual requirements subject to a 
ceiling of Rs 500 per loom after taking into account the other 
resources available to the societies Loans drawn for this pur- 
pose dunng 1963-64 amounted to Rs 488 lakhs as against Rs 49 
lakhs in 1957-58 Besides these funds, the Bank also provided 
working capital loans at the Bank rate to the apex weavers 
societies under Section 17 (2) (a) for trading in yarn The apex 
societies m the States of Andhra Pradesh, Madras, Maharashtra 
and Madhya Pradesh were sanctioned Rs 85 lakhs durmg 1963- 
64 and the outstanding loan as on March 31, 1964 was Rs 79 
lakhs It was however observed that the progress in the drawal 
and utihsation of funds from the Reserve Bank of India under 
Its scheme was not quite satisfactory Hence the Reserve Bank 
of India in consultation with the All-India Handloom Board in- 
troduced a pilot scheme in 1960-61 in selected areas in different 
States for intensive development of handloom co-operatives 

Besides the loans by the Government and the Reserve Bank 
of India, Government also provided grants and subsidies to 
weavers for vanous developmental 'and promotional purposes 
amountmg to Rs 326 8 lakhs in 1960-61, the bulk of which 
compnsed rebate on sales 

Sales of goods produced by primary societies besides their 
own were undertaken to some extent by apex societies and these 
sales were sizable only in Andhra Pradesh, Madras, Maharashtra 
and Mysore Sale depots and empona have been opened in 
various States for the promotion of sale of handloom cloth pro- 
duced by weavers societies With a view to stepping up these 
sales the All-India Handloom Fabric Marketing Society has been 
sponsored by the All-India Handloom Board and the development 
of inter-State and international trade has been entrusted to this 
society It has already opened ‘Handloom Houses’ in Bombay, 
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Madras and Calcutta In order to boost up exports Government 
has sanctioned a scheme of mcentives under which exporters of 
handloom cloth including those of co-operatives have been enabled 
to obtain hcences for the import of coal tar, dyes, textile che- 
micals, cotton yarn, etc Further to enable the co-operative sector 
to participate in export trade a scheme has been drawn up for 
the creation of a development fund which would be utilised for 
giving direct technical assistance both in the form of equipment 
materials and staff to co-operative societies selected to participate 
in export drive and also for holding over goods produced by them 
till such time export orders for these items are received 

TARGETS AND ACHIEVEMENTS DURING PLAN PERIODS 

We have discussed the developments in co-operative policy 
during the penod since Independence and have reviewed the 
implementation and progress of these policies m several fields of 
co-operative activity It may be useful to find out the extent of 
achievements in relation to the targets set in the first two Five- 
Year Plans and the rate of progress during the early years of 
the Third Plan 

The First Five-Year Plan had set up targets only in regard 
to co-operative credit of the order of Rs 100 crores of short 
term, Rs 25 crores of medium term and Rs 5 crores of long-term 
finance As against this, Rs 50 crores were disbursed as short 
term and medium term loans and the outstandings in respect of 
long-term loans reached about Rs 3 crores at the end of the 
Plan period 

In the Second Five-Year Plan, the target for membership was 
placed at 15 million (which was subsequently revised to 20 mil- 
lion) for co-operative credit at Rs 200 crores (Rs 150 crores 
for short term and Rs 50 crores for medium term) and for long- 
term loans (outstandings) at Rs 25 crores Durmg the period 
of first two Plans, the number of primary agncultural credit so- 
cieties rose from about 1 08 lakh m 1951-52 to about 2 12 lakhs 
m 1960-61 and then membership from 4 8 million to 17 mil- 
lion The short and medium term credit dispensed by agricul- 
tural credit societies was of the order of Rs 202 75 crores at the 
end of 1960-61 Of the loans issued during 1960-61, Rs 182 82 
crores were short term loans, while Rs 1993 crores were me- 
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"dium term loans Thus* the achievement m respect of short 
term credit exceeded the target laid down in the Second Flan 
whereas there was a shortfall of about Rs 30 crores m respect 
of medium term loans provided by the primary agricultural so- 
cieties As against the target of Rs 25 crores (outstandings) in 
Tespect of long-term credit, the outstandings at the end of 1960-61 
were to the extent of Rs 37 74 crores Thus, the agricultural 
credit sector of the co-operative movement registered a substantial 
progress during the Second Plan period 

In the Third Five-Year Plan, co-operatives have been assign- 
ed a vital role in implementing agricultural production progra- 
mmes Targets are laid down in respect of number of societies, 
coverage, short term, medium term and long-term credit 
marketing, processing, etc The targets for short term and me- 
dium term credit and long-term credit are placed at Rs 530 
crores (subsequently revised to Rs 512 crores) and Rs 150 crores, 
respectively, in the Third Plan 

According to the Mid-term Appraisal of the Third Five-Year 
Plan on Co-operation, on current trends, there is likely to be a 
‘Shortfall in the targets for co-operative credit The total volume 
of short term and medium term loans advanced through the pri- 
mary agricultural credit societies is estimated at Rs 256 crores 
durmg the year 1962-63 and m the last year of the Third Plan 
It IS not likely to exceed Rs. 400 crores as against the target of 
Rs 512 crores The shortfall in long-term credit would be 
even more pronounced The total amount of long-term loans 
(outstandings) is estimated at Rs 67 crores in 1962-63 as against 
the Third Plan target of about Rs 150 crores This is mainly 
attributed to the weaknesses m the co-operative credit structure, 
the most prominent of these being the rising trend in overdues, 
which affected the ability of co-operatives to mobilise deposits as 
also to secure the financial accommodation from the Reserve Bank 
of India The overdues m some cases had resulted from adverse 
seasonal conditions but more often from the absence of energetic 
action for timely recovery and the inability of various units of 
the structure to fulfil the functions expected of them such as 
linking of credit with marketing, proper supervision and inspec- 
tion, etc 
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AGRICULTURAL MARKETING, PROCESSING AND 
WAREHOUSING 

INTRODUCTION 

Traditional agricultural marketing in India was by and large* 
inejBBicient in operation and exploitative m character Measures 
for improving the conditions in the agricultural markets were* 
undertaken followmg the recommendations of the Royal Com- 
mission on Agriculture m 1928 Hie Commission observed “il 
cannot be said that the agricultural departments have been able 
to give substantial help m securmg the best possible financial 
return for his (cultivator’s) quality and mcreased outturn Except 
to a limited extent where improved quality is concerned, they 
have regarded the problems connected with the marketing of 
produce as outside their purview”^ The Commission also dis- 
cussed malpractices existmg m the markets and described them 
as nothing but ‘common theft’ To elmunate these malpractices 
and to ensure better return to the producer the Commission re- 
commended regulation of markets 

MARKET FUNCTIONAR^IES 

Existence of a number of middlemen at different stages of 
marketing is an important feature of agricultural marketing in 
India. At the village level is the village merchant He enjoys 
a unique position of power in rural areas chiefly on account of the 
financial assistance, m cash or in kmd, which he is able and 
generally wiUmg to provide to the cultivator in times of necessity. 
Then there are itmerant merchants who tour the villages durmg 
the harvest and purchase the produce from cultivators Some- 
times big cultivators and landlords m the villages also buy the 
produce of small cultivators and undertake its marketmg 

In the assemblmg markets, there are commission agents and 
wholesale merchants Some commission agents act mainly as 

1 Report of the Royal Commission on Agriculture la India (1928?, 
p 381 
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intermediaries between the pnmary producer and the buyer m 
the assembling markets, while others buy the produce m the 
assembling markets mainly for consignment to centres of con- 
sumption The former are known as kacha Arhaiiya and the latter 
as pakka Arhatiya In some cases the functions of these two 
types of Arhatiyas overlap 

After the produce has been assembled, it has to be distri- 
buted so as to reach the consumer Wholesalers m consuming 
centres, brokers, exporters and retailers participate in the distri- 
bution process Wholesalers and exporters buy the produce from 
commission agents m the assembling markets Sometimes ex- 
porters and big wholesale firms have their buying organisation 
m important producing centres. 

ASSEMBLING 

The relative importance of different agencies in the assem- 
bling of produce vanes from place to place and crop to crop In 
the case of rice the position, on all-India basis, was as shown 
in Table I. 


Table I 

ASSEMBLING AGENCIES (RICE) 


As Percentage of Total Marketable Surplus 

m India 

Growers 

13 6 

Big cultivators 

21 

Landlords 

68 

Village merchants 

152 

Itinerant merchants 

154 

Professional dehuskers 

33 

Wholesale merchants 

19.2 

Rice mills 

13 1 

Co-operative societies 

01 

Total 

88 8 

Direct distribution m villages and shandies 

112 

Grand Total 

1000 


Source Report on the Marketmg of Rice m India, Second Edition, 
Directorate of Marketing and Inspection, Ministry of Agnculture, 
Government of India (1955), p 180 
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Thus only about one-fourth of the marketed quantity of 
rice IS disposed of by growers themselves either in the village 
Itself or in the assembling markets Village merchants and itine- 
rant merchants together handle about one-third and wholesale 
merchants about one-fifth of the total marketable surplus of rice 

This IS, however, only the overall position There are con- 
siderable local variations In the Punjab, for mstance, as much 
as 35 per cent of the paddy was estimated to have been brought 
to the market by growers, while at the other end of the scale 
only 3 per cent was directly marketed by producers m Travan- 
core Landlords played an important role in the assembling of 
paddy m Madras, their share being 15 per cent of the local 
surplus Similarly, village banias" share in the assembling of 
paddy was found to range from 4 per cent in Mysore to 20 per 
cent in the Punjab ^ 

Village Sales 

Direct sale by growers in the assembling markets depends 
on vanous factors In Jullundur, Ludhiana and Montgomery 
distncts of Punjab where means of communications and trans- 
port are well developed and marketable surplus is considerable, 
about four-fifths of the wheat crop is sold by the grower directly 
in the assembhng markets On the other hand, in Attock dis- 
trict of the same State, which lacks m these facilities, the corres- 
ponding proportion was insignificant In Western Uttar Pradesh, 
about one-third of the local surplus is estimated to be taken to 
the assembling markets by the growers In the Eastern distncts, 
however, where rice predominates, the proportion is much less 
owing to small marketable surplus and the lack of transport 
facilities.^ More recently, the Rural Credit Survey emphasised 
the predominance of village sales Nearly 65 per cent of the 
transactions investigated reached completion m the village itself 
and the proportion was the same both for large and small culti- 
vators ^ 

2 Report on the Marketing of Rice, Ibid, pp 174-175 

3 Report on the Marketing of Wheat m India, Government of India 
<1937), pp 127-128 

4 Report of the Committee of Direction — ^All-India Rural Credit Survey, 
Vol 11, General Report, Reserve Bank of India (1954), p 101 
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Malpractices 

The predominance of village sales is also due to cultivators’ 
dependence for credit on village moneylenders and widespread 
malpractices in the assembling markets Although the co-opera- 
tive credit movement has made good progress in recent years, 
cultivators are still dependent on private agencies for credit, as 
shown in the chapter on The Role of Co-operation 
Absence of adequate and timely co-operative credit com- 
pels the cultivators to make forward sales of their crop before 
harvest Further, a vanety of malpractices prevailmg m the 
assembling markets act as a disincentive to cultivators to bung 
their produce to the market The malpractices take various 
forms such as (i) manipulation of weights and scales against the 
seller, (ii) the practice of takmg large quantities as samples, 
(in) arbitrary deductions under various pretexts, (iv) sales under 
cover thereby keeping the grower-seller ignorant about price and 
(v) discriminatory marketing charges The extent of these mal- 
practices vanes from market to market and broadly depends on 
the cunning of the Arhatiya and the trader and gullibility of the 
grower-seller It is not possible to precisely measure the loss 
sustained by the grower on this account, but its existence is 
amply demonstrated by various marketing surveys It was 
observed that in markets where charges were payable in kind, 
customary deductions were not actually weighed, and cultivators 
were mulcted of a somewhat larger allowance The Arhatiyds 
commission was also usually higher for the small grower be- 
cause the village merchants and others whose turnover is larger 
are usually able to secure favourable terms, often as low as half 
of the rate charged to cultivators The trade allowance {Karda) 
charged from cultivators is higher than that charged from village 
merchants Even in well orgamsed markets as Hapur and Ghazia- 
bad, it was observed that the cultivators ordmarily paid as much 
as twice the charges paid by the village merchants 

MARKETING COST 

Marketing costs can be broadly defined as the costs incurred 
m the process of bringing the produce from the farm to the con- 
sumer They include not only the margins of vanous marketmg 
agenaes but also other costs such as for transport, taxes, insur- 
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ance, etc The magnitude of these costs depends on the distance 
between the producer and the consumer, the extent of processing 
involved, the degree of middlemen’s monopsony in the markets 
and the time mterval between production and consumption 
Except perhaps the element of monopsony in the purchases by 
the middlemen all other factors create utilities of place, time and 
form and costs have to be incurred for creating these utilities 
Consequently, the producei’s share m the consumer’s rupee will 
depend upon the nature and extent of utilities added Thus, 
whether marketmg system is fair to the producer and the con- 
sumer cannot be judged merely on the basis of producer’s share 
in the consumer’s rupee Each item of marketing costs needs to 
be looked into. 

Since the bulk of the marketable surplus comes to the 
assembling market for disposal, whether brought by cultivators 
themselves or by other agencies operating at village level such 
as itinerant merchants, we may examme the marketmg charges 
for the assembhng of produce These may be classified as 
follows' (i) Arhat (commission), (ii) Dalali (brokerage), (iii) Korda 
(trade allowance), (iv) Hamdi (handling charges), (v) Tulm 
(weighing charges), fvi) Chanties and (vii) Miscellaneous charges 

In some assembhng markets there are no brokers m addition 
to commission agents Korda is a deduction in kind payable by 
the seller in order to compensate the buyer for loss in weight on 
account of impunties, driage, etc Miscellaneous charges include 
such items as market fees, fees levied by the commission agents 
to cover the wages of his apprentices; payment to waterman, 
sweeper, etc 

A noteworthy feature of these market charges is that they 
differ from market to market and may be payable by the seller 
in some places and by the buyer in others In the Punjab, for 
instance, m 18 out of 46 wheat markets studied commission was 
paid jointly by the seller and the buyer In 12 other markets 
commission was paid by the seller alone Rates of trade allow- 
ance also vaned from place to place In the Punjab the rate of 
Karda for wheat vaned from } seer per Img at Fazilka to seer 
at Mandi Bahuddin® 

5 Report on the Marketmg of Wheat, Op at, pp 155-157. 
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Handling charges comprise wages paid to labourers for 
loading and unloading the cart dressing the produce, cleaning, 
'filling the scale pan and weighing These charges are paid by 
sellers at some places and buyers at other places Deduction 
for charitable purposes forms a regular item in the list of cus- 
tomary marketing charges in almost all markets The purposes 
tor which this collection is made are numerous social, educa- 
tional and rehgious purposes being the most important Obvious- 
ly these purposes have no direct beanng on the marketing of 
produce The worst feature of this charge is that the collections 
made are not utilised for legitimate objects and a good portion 
is retained by the persons collecting it 

In the distnbution stage of marketing, marketing cost in- 
cludes expenses of transportation, and handling from the point 
of delivery to the buyer’s premises, the cost of containers, twine 
for sewing, the Arhatiyds commission, brokerage, and sundry 
charges such as fees for correspondence, clearmg charges, etc 
As a general rule, all these charges are paid m cash by the 
wholesaler or his agent Although there are variations m these 
•charges from market to market, these are not so pronounced as 
in assembling costs The reason for this is that the contracting 
parties at this stage of marketing are better equipped and orga- 
msed than the smaller agencies which so largely participate m 
the assembling 

The magnitude of total marketing cost in respect of wheat 
IS shown in Table II It would be seen that the producer’s share 
in the consumer’s price varies from 59 per cent m the case of 
^wheat from Lyallpur to Calcutta to 83 per cent in the 
case of wheat exported from Hapur to Delhi The mam reason 
'for the dijflerence m the proportion of consumer’s price received 
by the producer is the high transport cost involved in carrying 
wheat from Lyallpur to Calcutta, accountmg for 27 per cent of the 
consumer’s price as against only 2 per cent in the case of wheat 
dispatched from Hapur to Delhi 

In the case of paddy also, marketing costs varied from one 
market to another, as shown in Table III 
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Table II 

MARKETING COST OF WHEAT 

(As percentage of consumer’s price) 


Item 

Exports from 
Lyallpur to 
Calcutta 

Exports from 
Hapur to 
Delhi 

Exports from, 
^gar to 
Bombay 

Cultivator’s price 

58 6 

83 2 

63 1 

Assembling chiarges 

12 

1 0 

26 

Costs incurred by buyers 
in the assembling maikets 4 5 

53 

48 

Railway freight 

27 3 

2 1 

21 7 

Wholesalers’ cost at 
consummg centre 

41 

26 

32 

Wholesalers’ margin 

14 

10 

08 

Retailing cost 

29 

48 

38 

Consumer’s pnce 

100 0 

1000 

1000 


Source Report on the Marketing of Wheat in India, Op cit , pp 
440-441 

Table III is revealing in two respects Marketing charges 
payable by sellers are higher than those payable by buyers in 
almost all markets Secondly, variations between different 
markets in marketing charges payable by sellers are of greater 
magnitude than m those payable by buyers For instance, 
marketing charges payable by sellers vary from Rs 1 69 in 
Bombay markets to Rs 10 50 m markets m Uttar Pradesh, while 
those payable by buyers vary from Re 0 81 in markets in Hydera- 
bad to only Rs 3 37 m markets m Uttar Pradesh. 

So far we have examined marketing charges of two staple 
food crops We may now examme the markettng charges of 
tobacco, which is one of the important cash crops Another 
reason for selecting this crop for study is to show how far 
marketing system can be exploitative from primary producer’s 
point of view 

Marketing charges vary according to the type of tobacco 
They are the lowest at about Re 1 per candy of 500 lbs in the 
case of cheroot tobacco at Eluru in Andhra Pradesh and highest 
at Rs 624 per candy at Salem in Madras State Marketing 
charges for chewmg tobacco vary between Rs 475 per candy 
at Vedaranyam market in Madras to Rs 28 63 per candy in* 
North Bihar, Marketing charges are very high in the case of 



Table III 


AVERAGE MARKET CHARGES ON PADDY 

(In rupees per lOO rupees worth of paddy) 



Item 

Uttar 
Madras Pradesh 

6 mar- 7 mar- 
kets kets 

Bihar 

9 mar- 
kets 

Madhya 

Pradesh* 

4 mar- 8 
kets 

Hyde- 

rabad 

mar- 

kets 

Bom- 

bay* 

1 mar- 
ket 

I 

Payable by seller 








(a) Municipal tolls, etc — 

0 50 

— 

042 

030 

— 


(b) Handling charges 1 08 

022 

0 39 

047 

1 19 

019 


(c) Karda 

— 

4 85 

0 91 

— 

0 82 

— 


(d) Commission 

— * 

— 

140 

121 

3 41 

150 


(c) Brokerage 

096 

155 

— 

— 

— 

— 


(f) Chanties 

040 

007 

0 09 

0 48 

009 

-- 


(g) Miscellaneous 

— 

331 

0 41 

— 

— 

— 


Total 

244 

10 50 

3 20 

2 58 

5 81 

169 

II 

Payable by buyer 








(a) Handling charges 

0 60 

— 


— 

0 37 

— 


(b) Commission 

0 60 

2 34 


0 33 

— 

150 


(c) Brokerage 

0 61 

025 

— 

— 

— 

— 


(d) Chanties 

0 60 

— 

— * 

— 

037 



(e) Miscellaneous 

— 

— 

— 

— 

— 

— 


Total 

2 42 

3 37 

— 

177 

081 

229 


Grand Total 

486 

13 87 

3 20 

4 35 

6 62 

3 98 


*For Rice 

Source Report on the Marketing of Rice m India, Op cit , p 486 
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bidi tobacco, ranging from Rs 23 per Rs 100 worth of tobacco 
m Kaira market of Gujarat to Rs 34 in Nipani market of 
Mysore® Further, more than four-fifths of these charges arc 
payable by the grower The high marketing charges of tobacco 
are mainly due to exorbitant rates of deductions in kind and 
commission Marketing charges in kind are mainly paid by sellers 
and these account for nearly half of the total marketing charges 

In Nipani (Mysore) and Jaisingpur (Bombay) markets, deduc- 
tions on account of stalks and tare constitute as much as 14 per 
cent of the value of produce These deductions are made even 
though the actual weight of tare may not exceed one per cent 
and stalks, two to three per cent These two types of deduc- 
tions are absent in Kaira market but a deplorable system of 
deductions under the pretext of Naman, excess weight and labh 
exists Under cash deductions discount and commission are im- 
portant Items Discount is charged for making a cash payment 
In actual practice, however, even though payment is delayed by 
months discount is claimed by the buyers 

Against the high level of marketing cost of bidi tobacco, 
marketing charges of cigarette tobacco are much less as shown 
in Table IV One of the important reasons for the low level of 
marketing charges in Guntur market is regulation of marketing of 
tobacco 

Table IV 


MARKETING CHARGES IN GUNTUR MARKET 
(ANDHRA PRADESH) 

(Per Rs lOO worth of tobacco) 


I 

payable by seller 

Rs 


(i) Brokerage / Commission 

100 


(ii) Incidental and handling charges 

0 37 


Total 

137 

II 

Payable by buyer 



(i) Market cess 

075 


(ii) Weighment charges 

019 


(ill) Commission 

lOO 


(iv) Incidental charges 

100 


Total 

294 


Grand Total 

431 


Source Marketing of Tobacco in India, pp 220-221 

6 Marketing of Tobacco in India, Directorate of Marketing and Inspec- 
tion, Ministry of Food and Agriculture, Government of India, Third Edi- 
tion (1960), pp 63-64 



From the foregoing analysis it would be observed that 
marketing charges show great vanations from market to market 
and are generally higher m the case of cultivator-seller Besides, 
there prevails a variety of malpractices in dilBferent markets re- 
sulting in loss to the producer In the absence of combined 
action on the part of cultivators to protect their interests, it is 
necessary for the State to intervene Government has devised 
two types of measures to remove the deficiencies in the market- 
ing system in India viz, regulation of markets and co-operativc 
marketing 

REGULATED MARKETS 
Revie^w of Legislation 

Legislation for regulation of markets was initiated in India 
in the ’thirties following the recommendations of the Royal Com- 
mission on Agriculture In that decade the Madras Commercial 
Ciops Markets Act, 1933, the Central Provinces Agricultural Pro- 
duce Markets Act, 1935 and the similar Acts m Bombay, Mysore 
and Punjab were enacted Because of the World War II and the 
later unsettled political conditions, no marketing legislation was 
enacted dunng the ’forties As there were many States in which 
marketing legislation did not exist, the First Five-Year Plan le- 
commended that early steps should be taken in this direction As 
a result, marketing legislation was enacted in Madhya Bharat. 
Coorg and Orissa during the First Plan period and in Bihar and 
Rajasthan during the Second Plan period Thus at present 
marketing legislation is in force in all the States except West 
Bengal, Uttar Pradesh and Assam 

Salient Features 

Marketing legislation generally covers all the agricultural as 
well as horticultural produce, livestock and livestock products 
and forest products In Madras and parts of Andhra Pradesh 
where Madras Commercial Crops Markets Act, 1933 was m force 
till recently, commodities covered included only cotton, ground- 
nut, gingelli and turmeric In pursuance of the recommendations 
of the Expert Committee on the review of the above Act, the 
Madras Agricultural Produce Markets Act was enacted in 1959 
and the scope of the Act was broadened 



Under the Acts, the State Governments are authorised to 
establish a market committee for every notified area to enforce 
provisions of the Acts The market committee is constituted of 
representatives of agriculturists, traders, local bodies, co-opera- 
tive marketing societies and Government 

The principal aim of marketing legislation is to ensure the 
fair trade practices by eliminating malpractices and unauthorised 
deductions Since a number of malpractices are associated with 
the methods of sale of produce, the legislation generally prescribes 
the open auction method of sale At the time of auction, a repre- 
sentative of the market committee is present noting down the name 
of the buyer, the quantity and price of the transaction Thus the 
producer is assured of the price at which his produce is sold 
Legislation m different States also provides for licensing of 
market functionanes such as commission agents, wholesale 
buyers, weighmen, labourers, etc The licence granted to these 
agencies stipulates that they would follow fair practices 

As the marketing charges often tend to be exorbitant as 
discussed above, the legislation in all the States provides that 
no allowance other than the allowance prescribed under the Acts 
shall be made or received m a regulated market Since a good 
number of disputes arise in the market in respect of different 
transactions, the Acts provide for settlement of the disputes 
Under these provisions, all disputes between buyer and seller 
regarding the quality or weight of agricultural produce, the pnee 
or rate to be paid, allowances or deductions to be made, etc, 
should be referred to the market committee or arbitrator appoint- 
ed by it The decision given by the comnuttee or the arbitrator 
IS treated as final In some States such as Gujarat and Maha- 
rashtra there is provision for lappointmg a sub -committee to 
which all disputes are referred 

Apart from the provisions discussed above, various Acts 
contain other provisions such as those relating to an agreement 
between a buyer and a seller, books and accounts to be kept by 
traders, commission agents, etc, use of correct weights and 
measures, fees to be levied by the market committee, etc Penal- 
ties also have been laid down for the violation of these rules 
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Progress 

Of about 2,000 and odd markets* in the country, only 286 
markets were regulated up to the begmnmg of the First Five-Year 
Plan (Table V) During the First Plan period, 184 markets were 
regulated, bringing the total number of regulated markets to 470, 

Table V 

REGULATED MARKETS IN INDIA 




Number of Markets Regulated 



Before the 

During the 

During the 

As 

on 


commence- 

First Five- 

Second Five- 

March 31 


ment of the 

Year Plan 

Year Plan 







First Five- 

(1951-52 

(1956-57 




Year Plan 

to 

to 

1963 

1964 



1955-56) 

1960-61) 



Andhia Pradesh 

35 

27 

24 

104 

94 

Bihar 

— , 

— 

— 

10 

10 

Gujarat ) 

Maharashtra ( 

121 

47 

127 1 

163 

281 

169 

311 

Kerala 

1 

— 

3 

4 

4 

Madhya Pradesh 

3 

56 

27 

105 

111 

Madras 

11 

8 

18 

35 

66 

Mysore 

23 

24 

25 

143 

150 

Orissa 

— 

— 

15 

26 

26 

Punjab 

92 

22 

18 

137 

137 

Rajasthan 

— 

— 

— 

— 

8 

Delhi 

— 

— 

3 

3 

3 

Tripura 

— 

— 

— 

— 

1 

Total 286 

184 

260 

1,011 

1,090 


Soujce Office of the Agricultural Marketing Adviser to the Govern- 
ment of India, Nagpur 

As the progress was still far from satisfactory, the Second Five- 
Year Plan reiterated the importance of speedy implementation of 
regulation of markets Similarly, the Conference on Co-operation 
and Marketing held at Hyderabad and Jaipur m 1955 and 1956, 
respectively, and the All-India Seminar on Co-operative Market- 
ing of Agricultural Produce held m Lucknow in 1958 
recommended enactment of marketing legislation m all the States. 
During the Second Plan period, additional 260 markets were 
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regulated The first two years of the Third Plan gave further 
impetus to the regulation of markets and by March 1964, 1,090 
markets were regulated Thus, substantial progress was recorded 
in the regulation of markets since the beginning of the Second 
Plan period. However, the magnitude of task ahead is still large 
as about one-half of the markets are still outside the orbit of 
market legislation 

Progress in regard to regulation of markets has been very 
uneven as between different States While there is a marked pro- 
gress in Gujarat, Maharashtra, Punjab' and Hyderabad area of 
Andhra Pradesh and to some extent in Madhya Pradesh, Mysore 
and Madras, legislation is yet to be introduced in Assam, Kerala, 
Uttar Pradesh and West Bengal In Orissa 26 markets have been 
regulated and in Malabar area of Kerala only 4 markets were 
regulated under the Madras Act 

Working 

Information on the working of the regulated markets is 
scanty Assessment of regulated markets has been made by 
Expert Committees in erstwhile Bombay, Mysore and Madras 
States The reports of these committees indicated that the re- 
gulation of markets has conferred a distinct benefit on the cul- 
tivators Although it IS not possible to measure precisely the 
magnitude of benefits received by producers, it was observed that 
marketing charges were substantially lower after the regulation 
Indirect benefit was derived by cultivators m the form of fair 
trade practices The reports also brought out the fact that m a 
good number of markets regulation was not effective Although 
open auction method of sale was one of the important aims of 
regulation, it was not enforced m some markets As observed in 
one Report “the hatha system in one form or another is still pre- 
valent in a few markets Even m those markets where the open 
auctions or open agreement systems have been adopted, there are 
several compromises with the essentials of the system Besides, 
village sales predominated m the area of most of the regulated 
markets The Rural Credit Follow-Up Surveys conducted by the 

7 Report of the Enquiry into Regulated Markets in Bombay State 
(M L. Dantwala Committee), Government of Bomhav 
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Reserve Bank of India showed that in most of the distnct 
veyed, barring a few, a substantial proportion of produce 
sold in the village itself These facts underline the importa 
of effective regulation of markets 

CO-OPERATIVE MARKETING 

As in credit, in marketing also the co-operative movement 
has three-tier structure with primary marketing societies at the 
base, central marketing societies at the distnct level and the 
State marketing society as an apex institution The three-tier 
system is not found in States like Bihar, Madhya Pradesh, Orissa 
and West Bengal and in all the Union Territories except Himachal 
Pradesh. In these States and Terntones marketing societies 
follow a two-tier system with apex and primary societies only. 
The set-up of sugarcane supply societies, which, as indicated 
earlier form a large majority of marketing societies, is different 
from other marketing societies Separate societies at apex level 
and at central level are found only in Uttar Pradesh and Bihar 
respectively, and in all other States sugarcane societies are orga- 
nised only at the primary level. The Conference on Marketing 
and Co-operatives held at Jaipur m 1956 recommended a two- 
tier structure of co-opera.tive marketing organisation as the nor- 
mal pattern and federations at district level were recommended 
to be organised in any particular region if considered necessary 
by the State Government® 

The apex societies cover the entiie area of the respective 
States, while the central societies cover either a revenue district 
as in the case of Southern States or a region as in Gujarat Pri- 
mary marketing societies are organised generally with jurisdiction 
co-termmus with administrative division like taluk, tehsil or 
block In certain areas they are organised on the basis of mandis 
or markets The Rural Credit Survey Report recommended that 
the basis of organisation of marketmg societies should be either 
the important mandis (wholesale markets) or the taluka centres.® 

8 Recommendations of the Conference on Marketing and Co-opera- 
tives held at Jaipur from 3rd to 5th December, 1956 

9 Report of the Committee of Direction, All-Tndia Ruial Credit Sur- 
vey Vol 11— -The General Report, Op cit, p 455 
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Although co-operative marketing societies are working for a 
number of years in the country, their position was till recently 
none-too-happy The All-India Rural Credit Survey Report 
observed A few — 'very few — fairly successful co-operative mar- 
keting societies do exist in India Some of them may be significant 
pointers to the lines on which future progress is possible, but as 
a present contribution towards bringing about a system in which 
marketing is by the cultivator and for the cultivator, the part 
which they occupy in the total picture is wholly insignificant 
All the co-operative marketing societies of India put together 
still fail to catch one’s attention as anything important The 
Survey data showed that sales to co-operatives were reported in 
only 12 out of the 75 selected districts In only four districts 
the value of produce sold through co-operatives exceeded 10 per 
cent of the total sales of the farmers 

Table VI indicates the particulars regardmg working of 
marketing societies as at the end of 1957-58 and 1962-63 As 
on 30th June 1963, there were 22 State marketing societies and 
221 central marketing societies As a result of the programme of 
development envisaged under the Second Plan, there was a signi- 
ficant improvement in the number of primary marketing societies 
as well as in their financial position The number of primary 
marketmg societies increased from 9,368 in 1957-58 to 12,062 in 
1962-63, with a membership of 4104 lakh individuals and 104 
thousand societies The number of individual members brought 
under the fold of all the co-operative marketing societies had 
steadily moved up from 32 05 lakhs m 1957-58 to 41 74 lakhs 
in 1962-63 In terms of markets, the primary societies covered 
as many as 95 per cent of the regulated markets and 69 per cent 
of other markets durmg 1960-61. 

Financial Resources 

The 'total working capital of apex, central and primary 
societies amounted to Rs 14 73 crores, Rs 16 55 croies and 
Rs 46 73 crores, respectively at the end of June, 1963. The 
apex societies in Uttar Pradesh, Bihar, Gujarat and Qnssa stand 

10 All-India Rural Credit Survey, Vol II — The General Report, 
Op. cit, p 106 
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out separately with working capital exceeding Rs. 1 crore per 
society, while in the rest of the States and Union Territories the 
quantum of working funds varied from a minimum of Rs. 3 
lakhs m Tripura to a maximum of Rs 78 lakhs m Madhya Pra- 
desh. The average workmg capital per central society (excluding 
the central sugarcane soaeties in Bihar) exceeded Rs 16 lakhs in 
Madras, Jammu & Kashmir and Andhra Pradesh, while in Kerala, 
Maharashtra, Gujarat and Uttar Pradesh, the average varied 
between more than Rs 5 lakhs to less than Rs. 15 lakhs per society 
In the rest of the States, except Assam, the quantum of working 
capital was Rs 2-3 lakhs per society The working funds 
available with the central societies m Assam, on an average, 
worked out to only Rs 42,000 The disparity in respect of re- 
sources among the primary societies (excluding sugarcane socie- 
ties) IS more marked as between vanous States The primary 
societies in Madras top the list with an average of about Rs 3 
lakhs working capital per society In Andhra Pradesh, Gujarat, 
Jammu & Kashmir, Madhya Pradesh, Maharashtra, Mysore, Onssa 
and Uttar Pradesh and the Union Territories of Delhi and Pondi- 
cherry the State average is higher than the national average of 
Rs I lakh per society 

An analysis of the composition of working capital would 
reveal that the societies, by and large, depend on borrowed funds 
for raising adequate finance Consequent on the recommenda- 
tion of the Rural Credit Survey Report, the Slate Governments 
contribute to the share capital of soaeties and also provide long- 
term loans for construction of godowns, installation of process- 
ing units, etc 

The State contribution to the share capital of all the market- 
ing societies amounted to more than Rs 6 crores at the end of 
June, 1963 At the apex level, the State has so far participated 
m the share capital of 18 out of 22 societies. Forty per cent of 
central societies and 63 per cent of primary societies (excluding 
sugarcane societies) had also been provided with share capital 
contributions by the State Governments Further, they provided 
long-term funds to marketing societies for construction of godowns, 
mstallation of processing units, etc Such borrowings from Govern- 
ments are sizable at the apex level where more than 59 per cent of 
the working capital is composed of Government borrowings The 
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amount borrowed from Government accounted for about 10 per 
cent of total workmg capital of primary societies in 1962-63 

The marketmg societies need short term credit to finance 
their marketmg and distribution activities Such short term 
credit IS obtamed largely from the central co-operative banks. 
Borrowings from central co-operative banks accounted for 12 
per cent, 28 per cent and 26 per cent of the working capital of 
apex, central and primary societies, respectively, at the end of 
1962-63 The central co-operative banks provide funds for 
issuing pledge advances, for marketmg operations and for distn- 
bution activities These banks in turn get the funds from the 
State co-operative bank and from the Reserve Bank of India 
Recently, the State Bank of India had initiated a scheme for 
providmg workmg fund to marketing societies to which a re- 
ference has been already made m Chapter XIII At the end of 
1963, borrowmgs from State Bank of India accounted only for 003 
per cent and 0 8 per cent of workmg capital of central and primary 
societies,^^ respectively Only central societies of Andhra Pradesh 
had borrowed from the State Bank of India while primary 
societies of as many as 8 States, namely, Andhra Pradesh, 
Kerala, Madhya Pradesh, Maharashtra, Punjab, Rajasthan, Uttar 
Pradesh and West Bengal borrowed funds from the State Bank of 
India 

W 01 king of Societies 

The mam activities undertaken by marketing societies are 
(a) sale and purchase of agncultural commodities both as agents 
and owners, (b) undertaking processing activities, (c) providmg 
pledge or hypothecation credit and (d) distribution of production 
requisites and consumer goods. The primary marketing socie- 
ties undertake the marketing of members' produce The central 
societies co-ordmate the activities of the primary marketing so- 
cieties and also undertake distribution activities. The State 
marketmg societies assist m the marketmg of crops, distribution 
of production requisites and certain essential consumer goods and 
also help in governmental activities 

The magnitude of purchase and sale effected by societies 
show substantial improvement in 1962-63 over 1957-58 Of the 
11 Excluding sugarcane supply societies 
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total value of sales of agricultural produce, more than 30 per 
cent IS accounted for by the sales effected by sugarcane supply so- 
cieties. The progress of marketing transactions gives a widely 
differing picture as between different States Seven States, viz^ 
Maharashtra, Gujarat, Mysore, Uttar Pradesh, Madras, Assam 
and Punjab accounted for over 85 per cent of sales undertaken 
by marketing societies, Uttar Pradesh leading the list with nearly 
36 per cent of total all-India sale. Foodgrains covering paddy, 
wheat and other foodgrams account for more than 40 per cent of 
sales of primary societies The mam commercial crops, other than 
sugarcane, marketed are cotton and oilseeds Cotton marketing 
societies in Gujarat, Maharashtra, Madhya Pradesh, Punjab and 
Mysore, arecanut societies m Mysore and Kerala, tobacco societies 
in Andhra Pradesh, coconut societies m Kerala and Andaman and 
Nicobar Islands are the chief specialised societies accountmg for a 
major part of sales of these commercial crops At the apex level 
the societies in Andhra Pradesh, Madras, Pondicherry and D'elhi 
had not undertaken any marketing business at all during 1962-63, 
while at the intermediate level 23 out of 151 central societies re- 
ported no transactions More than 31 per cent of primary societies 
did not undertake marketing busmess during 1962-63 

The two mam tradmg practices followed in marketmg opera- 
tions are transactions under outnght purchase system and under 
agency system Under the former the societies make outnght 
purchase and sell either m the same form or after processing at 
a price generally higher than the purchase price, the risk of 
fluctuating prices bemg borne by the societies themselves The 
latter system entails transactions on an agency basis, the societies 
acting as a commission agent between the sellers and buyers 
Sales under agency system account for a major part of total 
sales m both central and primary societies 

The merits and dements of both the systems had been 
debated In view of the possibility of loss ansmg m the event of 
fall m prices a limit up to which outnght purchases could be 
undertaken is usually iSxed in the by-laws of societies Such limits 
are related to the owned funds of societies Fixing up this limit 
curtails to a very large extent the scope of the societies to aug- 
ment marketmg operations The apprehension on the nart of 



societies regarding fall in prices and incurring of losses further 
inhibit the societies to undertake larger purchases under this 
system The Conferences of State Ministers for Co-operation 
held in 1961 and m 1963 considered the question of augmentmg 
the scale of operation under outright purchase system The mam 
recommendation of the Conference (1963) was the creation of a 
special fund m each State for meetmg losses arismg out of 
outright purchase system A detailed scheme about the mecha- 
nics of the Price Fluctuation Fund had been chalked out, and 
it IS expected to be mtroduced m 200 selected societies m 
1964-65 and in 300 societies m 1965-66 Under the scheme, each 
selected society wiU create a pnce fluctuation fund and con- 
tribute to this fund at the rate of 10 per cent of their net profit 
every year Government’s contribution to this fund m a year 
IS fixed at 20 per cent of the value of outright purchases of 
agricultural produce made by these societies in the precedmg 
year, subject to a total limit of Rs 20,000 for each selected 
pnmary society, Rs 1 lakh for regional or apex society and 
Rs 2 5 lakhs for the National Federation The Government’s 
contribution will be shared by the Centre and State Governments 
on 50 50 basis 

The quantum of marketmg transactions depend, among other 
things, also on the capacity of the societies to arrange for sale at 
competitive pnces. In this respect the societies at central and 
State level have a dommant role to play but m actual operation 
these societies do not undertake the operations m a co-ordinat- 
ed manner Most of these societies function m isolation and the 
co-ordination is generally confined to the distnbution of fertilizers 
only 

The marketing societies also undertake credit operations 
which are chiefly confined to supply of short term accommoda- 
tion against the secunty of produce to producer-members to 
enable them to hold back the produce with a view to selling it 
at a favourable pnce later m the season In addition, societies 
also provide loans for current agncultural purposes and pro- 
cessing activities The total quantum of advance issued by 
primary marketmg societies to individuals was of the order of 
Rs 23 crores durmg 1962-63 About 70 per cent of loans 
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issued to individuals are against pledge of produce At the all- 
India level 42 per cent of primary societies undertook credit 
operation This proportion is highest in Madras with 95 per 
cent of societies grantmg advances and also in Uttar Pradesh 
where the proportion is 83 per cent Pledge advances which 
are one of the major activities of the societies are given up to 
75 per cent of the market value of produce for a penod of 6 
to 9 months. The limit up to which individuals could borrow 
pledge loans is fixed generally at an amount varying from 
Rs. 2,000 to Rs 5,000 Apart from pledge loans the societies 
also provide short term production credit which both in its 
nature and operation vanes from State to Stale 

Although undertaking of processmg activities is one of the 
mam functions of marketmg societies the progress made m this 
respect by them is not very satisfactory Over the period 
1959-60 to 1962-63 the number of societies undertaking pro- 
cessmg had gone up from 65 to 154, of which 141 were primary 
societies These societies undertook processmg of cotton, oil- 
seeds, paddy, etc They are spread out m all the States except 
Jammu & Kashmir and the Union Territories At the cen- 
tral level, 12 societies that undertook processmg of fruits and 
vegetables, coconuts, oilseeds and paddy are m Maharashtra, 
Kerala, Gujarat, Andhra Pradesh and Madras The specialised 
cotton marketmg societies m Gujarat and Maharashtra had 
successfully linked up the processing activities like gmnmg and 
processmg with general marketmg function Considerable assis- 
tance by way of share capital contribution and long-term 
loans provided by State Governments to marketing co-operatives 
had enabled them to install processmg units However, such 
assistance does not cover the entire cost of installing a unit 

Creation of adequate storage capacity is one of the important 
developments in the field of co-operative marketmg. The avail- 
able data indicate steady increase in number of both owned 
and hired godowns at apex, central and primary level The 
proportion of societies havmg owned godowns works out to 43 
per cent at the apex level, 58 per cent at central and 44 per cent 
at the primary level. The sugarcane societies, however, have not 
acquired godown facilities, as less than one per cent of primary 
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societies only reported having owned godowns. The growtii m the 
construction of godowns is largely due to the increased finanaal 
assistance provided by the Government under the plan schemes. 
Loans extendmg for a period of 15 years and subsidies are pro- 
vided by the Government 

One of the important functions of the societies is distribu- 
tion of production requisites like fertilizers, manures and agricul- 
tural implements and consumer goods like sugar, rice, kerosene, 
etc The value of agricultural requisites distributed by the pri- 
mary societies increased from Rs. 5 7 crores in 1957-58 to 
Rs. 316 crores in 1962-63 The value of fertilizers distributed 
by them at Rs 17.4 crores in 1962-63 accounted for nearly 65 
per cent of the total agricultural requisites sold The sugarcane 
supply societies also undertook distribution of fertilizers to the 
value of Rs 2 05 crores in 1962-63. The distribution of che- 
mical fertilizers entrusted either on monopoly basis or on a 
preferential basis with cooperative organisations is the main 
contributory factor for the growing volume of distribution 
operation Complete monopoly of distribution of chemical fer- 
tilizers is entrusted with co-operative marketing societies in the 
States of Andhra Pradesh, Bihar, Gujarat, Jammu & Kashmir, 
Maharashtra, Madhya Pradesh, Madras, Mysore, Onssa and 
Punjab In the sphere of distribution, greater degree of opera- 
tional inter-relationship is discernible between primaries, central 
and apex societies resulting from routing the supplies either 
through the apex societies as in Gujarat and Punjab or through 
district societies as in Maharashtra and Andhra Pradesh The 
system of distribution being controlled at various levels the co- 
operative marketing societies arc ensured of a fair level of 
margin The central co-operative banks provide necessary ac- 
commodation to finance the distribution work Apart from 
controlled fertilizers, the societies also undertook purchase and 
sale, mostly under outright purchase system, of other fertilizers 
and manure mixtures. Under consumer goods, the most im- 
portant Items sold are sugar and rice. 

Interlinking of Credit ami Marketing 

Linking of credit operation of the co-operative credit socie- 
ties with marketing transactions of the marketing societies is 
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the basic policy intended to develop the working of marketing 
societies Affiliation of credit societies with marketing societies 
and arranging for the sale of member’s produce and recovering 
the dues are the basic features of mterlmking arrangement. 
Dunng the period 1959-60 to 1962-63 for which detailed break- 
down figures are available, the number of marketing societies 
which recovered loans of credit societies by marketing of pro- 
duce mcreased from 213 to 465. The quantum of loans re- 
covered by the societies on behalf of credit societies is, however, 
not significant Out of about Rs 254 crores outstanding to 
pnmary agricultural credit societies during 1962-63, only Rs 5 6 
crores were recovered by the marketmg societies through sale 
proceeds of members Further, the progress is unevenly spread 
out in different States There are three States, viz , Bihar, Qnssa 
and Punjab and all the Umon Territories which had not made 
any progress at all in implementing the interlinking arrangement, 
while the States like Uttar Pradesh, Madras, Madhya Pradesh, 
Maharashtra, Mysore and certam areas of Gujarat have made 
comparatively better progress. The low level of marketing 
transactions, inadequate financial resources and absence of 
proper inducements are some of the factors that retard the pro- 
gress of interhnking arrangement 

Successful functioning of marketing societies depends as 
much on efficient management as on other contributory factors 
like financial adequacy, etc. In fact, managerial efficiency holds 
the key to better performance. With a view to providmg ade- 
quate trained staff to manage the societies. State Governments 
under the plan schemes provide financial assistance by way of 
managerial subsidy to the societies Although such subsidies 
account for a very small proportion of cost of management of 
societies, they provided some inducements for the societies to 
have trained managers. The managmg committees which 
control and guide the functionmg of societies are, in some cases, 
dominated either by trader elements or urban-oriented interests. 
Indiscnmmate grantmg of pledge loans, organising traders’ ring 
within the societies, misuse of office, indulgmg in malpractices 
and embezzlement and unresponsiveness to departmental guid- 
ance are some of the inhibiting factors observed in the manage- 
ment of societies. Stnct supervision and adequate guidance by 
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the department would go a long way to improve the efficiency 
of management. 


CO-OPERATIVE PROCESSING 

Processmg is an mtegral part of marketing The program- 
mes of development under the Second Five-Year Plan placed 
great emphasis on co-operative processmg During the Second 
Plan period good progress was recorded m setting up co-opera- 
tive processmg units The number of co-operative cotton ginning 
and pressing units and other processing units increased from 76 
and 554 in 1957-58 to 134 and 8,442 respectively in 1962 63 

The Plan period also witnessed an increase in the number 
of co-operative sugar factories. As against 3 co-operative sugar 
factories in 1955-56, there were as many as 41 in 1962-63 which 
had commenced production and additional 16 units licensed were 
under construction. The present policy of the Government in 
the expansion of sugar production is to encourage the establish- 
ment of sugar mills on co-operative basis by giving them pre- 
ference m granting licences. As at the end of March 1963, 
about one-fourth of the total licensed capacity for sugar produc- 
tion was with the co-operative sector and the co-operative sugar 
mills accounted for 22 per cent of the production in the country 
in 1962-63 as against only 8 per cent in 1957-58 

A large number of the sugar co-operatives is concentrated in 
Maharashtra. This State also accounts for more than half of 
the total production of sugar by co-operatives m the country. 

The initial cost of establishing a factory is partly met by 
share capital contributed by the members who are mostly cane 
producers, and other co-operative institutions, and the State 
Government. By the end of June 1962, the sugar co-operatives 
together had built up a share capital base of Rs. 19.47 crores 
of which 40 per cent was contnbuted by the State/Central 
Governments. A major part of the capital cost is financed by 
the Industnal Finance Corporation through long-term loans up 
to 65 per cent of the cost, subject to a maximum of Rs. 90 lakhs 
per factory. Valuable assistance is rendered by the State Bank 
of India also by way of short term interim advances, letters of 
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credit for import of machinery, etc. Workmg capital require- 
ments of sugar co-operatives are met through loans from the 
central financing agencies. 

WAREHOUSING AND STORAGE 

Adequate storage facilities is one of the pre-conditions of 
orderly marketmg system. Till recently storage arrangements 
m the country were both inadequate and unscientific. Realising 
this situation, the AU-India Rural Credit Survey Committee made 
detailed recommendations in 1954 incorporating even proposals 
for an organisational framework for initiating a country-wide 
programme of warehousing development. With a view to pro- 
moting a programme of activity in these directions, the Agricul- 
tural Produce (Development and Warehousing) Corporations Act 
was passed in June, 1956 providing for the establishment of a 
National Co-operative Development and Warehousing Board, the 
Central Warehousing Corporation and the State Warehousing 
Corporation in all the States. Accordmgly, the Board was set 
up on September 1, 1956 and the Central Warehousing Cor- 
poration on March 2, 1957 In regard to State Warehousmg 
Corporations, a beginning was made in 1956-57 m Bihar and 
by 1959-60 all the States had set up their warehousing corpora- 
tions 

The mam function of the National Co-operative Development 
and Warehousing Board was to promote the planned develop- 
ment of the co-operative processing and marketmg of agricul- 
tural commodities and facilities for the storage and warehousing 
of such commodities As the primary responsibility for develop- 
ing co-operatives rests with the State Governments, the Board 
did not deal directly with co-operatives but provided assistance 
to State Governments which in turn supported the co-operatives 
For this purpose, the Board had set up (a) the National Co- 
operative Development Fund and (b) the National Warehousing 
Development Fund The National Co-operative Development 
Fund was utihsed for advancing loans and granting subsidies to 
State Governments to enable them to subscribe to the share ca- 
pital of co-operative societies or for otherwise financing co- 
operative societies. The National Warehousing Development 
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Fund was applied for (i) subscribing to the share capital of the 
Central Warehousing Corporation, (n) advancing loans to State 
Governments for enabling them to subscribe to the share capital 
of State Warehousing Corporations and (in) advancing loans and 
granting subsidies to a Warehousing Corporation or to State 
Governments for promoting the warehousing and storage of 
agricultural produce. 

The National Co-operative Development Corporation was 
established m March, 1963 in place of the National Co-opeia- 
tive Development and Warehousing Board, mainly for admini- 
strative convenience The new Corporation will continue to 
perform more or less the same functions as the erstwhile Board 
except that it will cease to be a shareholder m the Central Ware- 
housing Corporation All the shares held by the former Board 
m the Central Warehousing Corporation and all liabilities as to 
the payment of unpaid calls on such shares stand transferred to 
the Central Government The Warehousing Fund which was 
administered by the Board has been transferred to and will be 
maintained by the Central Warehousing Corporation. 

Since Its inception in March, 1963, the National Co-operative 
Development Corporation is playing an important role m plann- 
ing, promoting and assisting programmes for production, pro- 
cessing, marketing, storage, export and import of agricultural 
produce and notified commodities through co-operative societies. 
It has appointed Functional Committees on co-operative agricul- 
tural credit marketing, supplies and storage, co-operative agri- 
cultural processing and co-operative consumers’ stores During 
1963-64, the Corporation advanced loans amounting to Rs, 7J9 
crores, the details of which are given in Table VIL 

One of the mam functions of the Central Warehousing Cor- 
poration IS to acquire and build godowns and warehouses at suit- 
able places of all-India importance and to run warehouses for the 
storage of agricultural produce. The functions of the State Ware- 
housing Corporation are intended to be complementary to those 
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Table VH 

LOAN ASSISTANCE PROVIDED BY THE NATIONAL CO-OPERA- 
TIVE DEVELOPMENT CORPORATION 1963-64 


(Rupees in lakhs) 


Purpose 


Amount ad- 
vanced during 
the year 
April, 1963 
to March, 
1964 


Amount 
outstanding 
at the end 
of March, 
1964 


Share capital contribution to co-opeiatives 

2,90 'I 


Loans to Central Warehousing Corpora- 
tion 

— - 


Loans for shaie capital conliibution to 
State Warehousing Corporation 


16,74 

Loans for other purposes including con- 
struction of godowns and establishment 
of cold stoiages 

1,46 


Loans for cash credit and purchase of 
trucks by wholesale consumers co- 
operatives 

3,03 

3,84 

Investment m debentures of central land 
mortgage banks 

44 

44 


Somce Report on Currency and Finance, 1963-64 

of the Central Warehousing Corporation The progress made by 
the Central and State Warehousing Corporations in developing 
warehousmg m the country is given in Table VIII. 

The 78 warehouses set up by the Central Warehousing Cor- 
poration by the end of March 1963 had a storage capacity of 
18 02 lakh metnc tons, 69 per cent of which was actually utilised 
The State Corporatians together had set up 502 warehouses by the 
end of March 1963 with a storage capacity of 4.32 lakh tons. 
Of the 2 87 lakh tons of commodities which were stored in these 
warehouses, 3 per cent belonged to co-operatives, 15 per cent to 
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* Hiat is» stocks held on starch 31 
^ Including 37 sub-warehouses and one cold storage 
® Including 80 sub-warehouses and one cold storage 
N,A —Not available. 

Source. Annual R^orts of the Central Warehousing Corporation, Government of India. 
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producers and as much as 75 per cent to traders Thus the share 
of producers and co-operatives m the utilisation of warehousing is 
veiy small compared to that of traders, although of late, the former 
had shown an increase over 1960-61 when it was only 13 per cent. 

With the widespread network of warehouses, it has now be- 
come possible to provide warehousing facilities for large scale 
storage of as many as 85 commodities Besides, the Central ware- 
houses handle large stock of fertilizers on behalf of the Govern- 
ment so as to facihtate easy distribution Further, it has now 
become possible for the cultivators to deposit their produce in the 
warehouse and raise finance on the security of warehouse receipt 
Although the warehouse receipt is not as yet a fully negotiable 
instrument, its popularity as an instrument of credit is steadily 
gaming ground 

Outstanding advances against the receipts of the Central and 
State Warehousing Corporations amounted to a little over Rs 9 
crores at the end of March 1962 and also 1963 as against only 
Rs 2 crores at the end of March 1960 As the number of ware- 
houses and stocks held are progressively increasing, the advances 
in 1963 would also have kept pace but for the curb« imposed 
by the Reserve Bank of India on advances agamst warehouse re- 
ceipt covermg certain foodgrams With the necessary amend- 
ments in the Indian Contract Act as recommended by the Law 
Commission, the warehouse receipt would be an effective instru- 
ment for raising credit m the near future. 

CONCLUSION 

Thus, the developments in the preceding decade considerably 
improved the conditions in agricultural markets in India Already 
half the number of important markets have been regulated. 
Regulation of markets has conferred considerable benefit on the 
cultivators Simultaneously, a programme of development of co- 
operative marketing also proceeded apace Almost all important 
agricultural markets have been covered by the marketing co- 
operatives Processing and storage facilities also received due 
attention. A number of co-operative processing units have come 
up Warehouses have also been constructed in important market- 
ing centres. This all-round development in respect of regulation of 
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markets, co-operative marketing and processing and warehousing 
facilities, durmg the last one decade, created favourable condi- 
tions for the producer to dispose of his crop without much ex- 
ploitation. 

Notwithstanding these achievements it cannot be gainsaid 
that much leeway is yet to be made. Not in all cases is the re- 
gulation of markets as effective as is necessary to protect the 
interests of the producer Further, regulation of markets is still 
undeveloped in some States such as West Bengal, Uttar Pradesh 
and Bihar The inadequate pace of development is rather conspi- 
cuous in co-operative marketing Despite their impressive nume- 
rical performance, the marketing co-operatives handle at present 
less than five per cent of the value of marketed surplus of agri- 
cultural produce In co-operative processing also development 
has been lop-sided, significant achievements being noticed mainly 
in cotton and sugarcane These shortcomings in the existing 
situation are noted not to detract from the importance of achieve- 
ments already made but rather to emphasise the magnitude of 
task ahead 




PART IV 




Chapter XV 


AGRICULTURAL TAXATION 
LAND REVENUE 
Ancient and Mediaeval Systems 

Only a brief mention may be made here of the pre-Bntish 
land revenue system^ It is well known that under the ancient 
Hindu kings. Government demand by way of land revenue was 
usually one-sixth of the produce, paid usually in kind but in 
some cases in cash The early Muslim rulers did not introduce 
any change in the system and the old “village communities’" 
continued to function through the ages right upto the advent 
of the British Ala-ud-din Khilji raised the Government’s share 
to half the gross produce The Tughluqs again reduced it to one- 
tenth or one-eleventh of the gross produce, and injunctions were 
issued to Revenue Officers that they should look more to the 
extension of cultivation than to the enhancement of the rate for 
increase m revenue To Sher Shah belongs the credit of having 
introduced the system of measurement as the basis of assessment 
m place of the old system of sharing the crop Lands were 
classified, standard yields assessed and the revenue demand 
fixed at one-third of the average on all classes of land Sher 
Shah’s reforms became the basis of Akbar’s land revenue policy 
and administration, with the difference that Akbar proceeded to 
convert the gram rates assessed by Sher Shah into cash rates 
based on the average prices prevailing in different places In the 
later days of the Moghul Empire, the State’s claim was increased 
to one-half of the gross produce The Peshwas accepted the basis 
of this old assessment but with the weakening of the central 
power and the political unsettlement of the period, there deve- 
loped m different parts of India a system of revenue farming 
which ensured to the rulers a steady income without the bother 

1 This section is based on Dr Radhakumud Mukerjcc’s **Note on the 
Indian Land System” m the Report of thte Land Revenue Commission, 
Bengal, Vol 11 (1^) 
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of assessment, collection and admmistration At first, these 
revenue farmers were not hereditary, they were just public offi- 
cials, but the centrifugal tendencies of the time greatly streng- 
thened their position and weakened correspondingly the position 
of the agriculturists In course of time, there developed a 
complexity of tenures and revenue systems which made the task 
of the early British officials very difficult 

The different systems of settlements that have evolved in 
India can be broadly classified into (i) permanent or those in 
which assessment was fixed in perpetuity, (li) temporary or those 
in which assessment was fixed for a definite period They can 
also be classified on the basis of tenures as (i) Zanaindari in 
which assessment was fixed on an estate held only by a 
landlord, (ii) Mahalwari m which assessment was fixed on a 
village or mahal jointly or severally, and (m) Ryotwari in which 
assessment was fixed on the holding of a ryot 

Assessment under Permanent Settlement 

The principle underlying the assessment in Bengal, Bihar and 
Onssa was obviously that the State was entitled to the entire 
rental, except the expenses which would have to be incurred by 
the zamindars and a small margin as his profit It was on this 
understanding that the State claimed nine-tenths or ten-elevenths 
of the rental, leaving the remainder to be taken by the zamindar 
as a surplus for himself The revenue demand for Bengal, Bihar 
and Onssa was fixed at Rs 268 lakhs in 1765. 

The amount of land revenue thus fixed with reference pri- 
raanly to the needs of the East India Company was also deter- 
mined so as “to include in advance the cash value of future 
agncultural developments of the country and to take credit in 
the present for the unearned increments of the future”* For 
several years after the settlement, there was widespread default 
in payment, and many landlords were compelled to sell their 
estates In course of time, however, as uncultivated lands were 
brought under the plough and the value of land increased, the 
assessment became relatively lighter At the same time, it also 

2 Dr Radhakumud Mukerjee, “Note on the Indian Land System” in 
the Report of the Land Revenue Commission, Bengal, Vol II, pp 219-221 
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became more unequal '‘The increment in the value in an estate 
which was largely undeveloped at the time of the settlement may 
be many times that which accrued in one which was fully deve- 
loped when the settlement was made 

Assessment under Temporary Settlement 

The method of assessment under the periodical settlement 
system is almost uniform An area for which a settlement is 
undertaken is cadastrally surveyed and classified according to the 
fertility of soil The rate of revenue is then worked out by cal- 
culating the yield of the principal ciops, by noting the price of the 
agricultural produce, the rental and sale value of the land and 
the ordinary expenses of cultivation Other factors such as 
physical configuration, climate and rainfall, proximity to markets, 
means of communications and standard of husbandry are also 
taken into consideration m the determination of the assessment 
at the time of the settlement The assessment so determined is 
fixed for a term of years varying from 15 to 40 years The usual 
period IS 30 years When a revision of the settlements becomes 
due, the various changes that have occurred since the last settle- 
ment m (i) the area of the land and holdings and (ii) the price 
and yields of agricultural produce, are taken into consideration. 

Assessment under Ryotwari 

The ryotwari system of assessment can be illustrated by the 
position m Madras which as modified, continued up to the period 
of recent reform There are two principles that govern the pro- 
cesses of settlement in Madras^ The first is that assessment is 
on the land and does not depend on the kind of crops grown* 
except m the case of “wef^ land, where it includes a charge for 
irrigation* The soil is first classified according to productive 
capacity, the normal yield is calculated on each class of soil 
after a series of experiments, and this is then converted into 
money value, not at the current rates which may be abnormal, 
but at the average of prices prevailing during the preceding 20 
years, excluding famine years* The second principle relates to 

3 Report of tbe Indian Taxation Enquiry Committee 1924-25, Vol I 
(1926), pp 42-43 

4 Report of the Land Revenue Commission, Bengal, Vol I, p 124, 
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the estimation of the net profit of each cultivator To obtain 
this, various deductions are made from the gross produce, so 
as to allow for seasonal variations, unproductive areas, cost of 
cultivation, etc Of the net profit thus arrived at, 50 per cent is 
claimed as the maximum Government share In practice, the 
revenue demand is often less, the 50 per cent rule applying only 
to land enjoying the greatest natural advantages At the time 
of resettlement after 30 years, no change in basic principles is 
made An enhancement in Government demand is made if there 
has been a rise in prices during the interval Government claims 
no share of the increase in profits due to the improvements 
made by the cultivator himself, but it does claim a share in the 
profits due to some general improvement due, for example, to 
the introduction of a railway 

In Bombay, in the early stages of British rule, temporary 
settlements were first tried Regular Survey Settlements were 
commenced m 1824-28, but ended m failure The Government’s 
share was fixed at 55 per cent of the produce This proved 
oppressive A resurvey was commenced in 1835 Lands were 
classified into nine different classes according to their quality, 
and settlements were made directly with the ryots The assess- 
ment was fixed without any reference to the cultivator, and 
when those rates were introduced, the holder of each field was 
summoned by the Collector and informed of the rate at which 
his land would be assessed in future , and if he chose to retain 
It on those terms, he did , if he did not choose, he threw it up* 
This settlement was made for 30 years Before the expiry of the 
first thirty years’ settlement, the issue of introducing a Permanent 
Settlement in Bombay was taken up but was however decided 
against As the prices of the produce were then rising, the Gov- 
ernment looked forward to a proportionate increase m the land 
revenue at the next settlement To the indebted peasantry, the 
revised settlement meant additional hardship which was one of the 
causes of the Deccan Riots of 1875 Besides the other measures 
of relief provided foi the peasantry, the most significant step 
was the enactment of the Bombay Land Revenue Code of 1879 

5 Evidence of Goldfinch* Fourth Report of the Commons’ Select 
Committee 1853, quoted by R C Dutt Economic History of India m the 
Victonan Age (1^3), seventh edition, 1950, p 53 
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Under this Code, revenue on land was assessed according to 
the purpose for which the land was used, whether it was agri- 
culture, or building or some other purpose The rate of assess- 
ment was arrived at empincally with reference to general eco- 
nomic considerations, and in practice was based on the actual 
rents paid rather than on any theoretical considerations of the 
net produce® The amendment in 1939 to the Bombay Land 
Revenue Code, in fact, definitely recognised rental value as the 
basis of assessment It also empowered the Provincial Govern- 
ment to revise assessments in any year in accordance with changes 
in prices. 

Assessment under Mahalwari 

The assessment under the Mahalwari system aimed at fixing 
a moderate revenue to be paid by each village as a whole.’ The 
basis of assessment was, what are called, “net assets ” The 
maximum revenue demand which was originally fixed at one- 
half of the net assets was reduced to one-fourth in 1928 and 
net assets were clearly defined for the first time to mean the 
estimated average annual surplus produce of an estate or group 
of estates after deduction of the ordinary expenses of cultivation. 
An elaborate procedure had to be adopted for determining in 
terras of money the value of the net assets The practice was to 
calculate net assets on the basis of rents paid by tenant culti- 
vators who usually paid a fixed share of the produce These 
estimates were then checked up with reference to the cash rents 
prevailing in the assessment circle The produce estimate was 
based on several factors, such as the average acreage of all 
crops sown and matured, the average yield per acre of each of 
these crops, the average obtainable in the village and the actual 
share of the gross produce received by landowners.® The net 
assets were thus calculated “upon landlords' rentals and not 
upon owner-cultivators’ profits” The assessment for the circle 
having thus been determined, it was thereafter distributed village 
by village and for all the holdings m due consultation with the 
landowners. 

6 Indian Taxation Enquiry Committee’s Report 1924-25, p 60 

7 For a fuller report of the system see the Report of the Punjab Land 
Revenue Committee (1938). 

8 Ibid, p 7 
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Though the general pattern of land revenue settlement and 
assessment in India broadly follows the above classification, the 
development of the different systems has not been on the same 
lines m all the States This disparity has been further widened 
with the integration of the former Princely States where except 
in a few States administered by retired or deputed officers from 
British India, there were no regular settlements or systems of 
land revenue. The result is that, at one end, there are States 
like the Punjab, Bombay (before the merger of certain Princely 
States), Madras, Assam and Mysore in which practically all the 
land has been surveyed, measured and settled on some definite 
principles At the other end, there are States like Rajasthan 
and Saurashtra and Madhya Bharat regions where there are still 
large portions of unsurveyed and unsettled lands and settlements 
made in the past followed no scientific principles and have been 
more or less the result of political conditions prevailing in the 
States at that time In between these two extremes, there are 
States like Uttar Pradesh and Madhya Pradesh where there have 
been regular settlements on lands, but owing to the prevalence 
of the Zamindari system, several intermediaries had crept in 

Basis of Land Revenue Assessment 

It seems hardly necessary to describe in great detail the 
methods of assessment in all the States® The existing methods 
in different States may be summed up, following the Taxation 
Enquiry Commission’s Report, as follows 

Though the States foUow different methods in calculatmg 
the land revenue payable to Government, certain common prin- 
ciples are discernible Under these pnnciples, the methods can 
be classified as follows (i) net assets or economic rents, (u) net 
produce or annual value; (m) empirical, (iv) rental value, 
(v) capital value and (vi) gross produce 

Net Assets or Economic Rents' The net assets are defined 
as “the estimated average annual surplus of an estate or groups 
of estates remaining after deduction of the ordinary expenses of 
cultivation as ascertained or estimated” In other words, it is 

9 For details see the Report of the Taxation Enquiry Commission 
1953-54, Vol III (1955), pp 263-284 
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rent less all costs incurred in earning the rent The cost incurred 
by the landlord is deducted from the gross produce which is 
valued in terms of money at the commutation rate, usually the 
average price of a particular crop for the preceding 20 years or 
more This method is prevalent in the Punjab, Uttar Pradesh, 
Madhya Pradesh, Himachal Pradesh, Pepsu, Ajmer and Delhi 
In the temporarily settled areas of Bihar, Orissa and West Bengal, 
the principle is adapted to local conditions 

Net Produce or Annual Value: The average outturn per 
acre of the staple crops for different kinds of soil is at first de- 
termined on the basis of crop-cutting experiments and enquiries 
in the field The gross value is then estimated on the basis of 
commutation price, that is, the average price of the preceding 20 
non-famme years The net produce or annual value is then 
derived by deducting from the gross value, the cultivation ex- 
penses and also by making certain allowances for bad seasons 
Cultivation expenses included expenses on ploughing cattle, 
agncultural implements, seed, manure, wages of labour required 
for sowing, transplanting, reaping, threshing, etc Madras is the 
only State which has accepted this principle as the basis of land 
revenue assessment 

Empirical The method is called empirical because at the 
time of the settlement several factors are taken mto considera- 
tion, such as the economic background of the tract, the area under 
cultivation, the trends in the cultivated area and agricultural 
occupations, the trends in material condition of the people, the 
proximity of markets, the facilities of communications, the 
fluctuations m prices of mam staples, land values of the tract, 
etc Tire aggregate amount of assessment is first fixed for the 
whole of a tract and then distributed over the villages and indivi- 
dual survey numbers by means of maximum rates for the various 
classes ,of land Bombay, Hyderabad, Mysore and certain areas 
m Rajasthan, Manipur and Tripura follow the empirical basis 

Rental Value: The mam emphasis in all the above States 
except Madras is on rental value. Though the basis of assess- 
ment IS net assets or empirical, the general procedure is to de- 
termine the actual rents received by the land holdeis and then 
to fix the assessment after allowing for certain deductions. In 

I.-25 
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recent tenancy legislation, the trend is to iBx the maximum rents 
payable by the tenants In future, therefore, the rental value 
cannot provide a reliable basis for determining the land revenue 

Capital Value Capital value has not been adopted as the 
main principle in any State though at the time of the settle- 
ment, the sale and mortgage value of the land forms one of the 
factors determining land revenue 

Gross Produce : Gross produce was the basis of assessment 
before the adoption of scientific method In Assam, this basis 
still continues and the limit of assessment for any tract has been 
fixed at 10 per cent of the value of the gross produce of that 
tract 


Abolition of Intermediaries The developments which 
have taken place after Independence have set new and important 
tasks to the revenue admmistration of the States involving 
significant changes in the agrarian pattern of the country, and, 
therefore, in the land revenue systems as well The integration 
of the former Pnncely States with India and the reorganisation 
of States posed problems of great magnitude Several measures 
of tenure and tenancy reforms have been undertaken by State 
Governments These, obviously, have indicated the need for 
a vital change in the old revenue pohcy The system of per- 
manent revenue settlement, it was realised, had become out- 
moded because of the evils of absentee ownership and rack 
renting The abolition of intermediary tenures, imposition of 
ceilings on ownership of land and many connected reforms^^ are 
designed to make the filler of the soil the proprietor and to bring 
him into direct relationship with the State 

After the abolition of intermediaries, one of the reform 
measures which has been taken up for consideration is to bring 
about some equity m land revenue settlement This mvolvfes 
attempts to reduce disparities in assessment caused by settlement 
of lands in different time periods The Taxation Enquiry Com- 
mission studied this problem in great detail and made some 
recommendations which are analysed in the following paragraphs 


10 Discussed in Chapter VIII — Land Tenure and Land Reforms 
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The Taxation Enquiry Commission’s Recommendations 

“The States realise about Rs 70 crores from this source 
(land revenue), and no alternative method which has so far been 
suggested is likely to yield a revenue which even approximates 
to that figure,” wrote the Commission “ The alternatives sug- 
gested to land revenue are agricultural income-tax in combination 
with low flat rates of land tax, sales tax at the first point of sale 
by producer and lastly, sliding scales of revenue correlated to 
pnces — directly or through surcharges on sliding scale on land 
revenue. The first two are independent of land revenue The 
other two are related to land revenue with a view to securing for 
the State a portion of benefit accrumg to the agriculturist with 
as little disturbance as possible to the existing system Before 
considering these suggestions, the Taxation Enquiry Commis- 
sion’s recommendation regarding ‘standard assessment’ may be 
studied 

Standardisation of Assessment 

The most important part of the scheme has to do with what 
IS called the ‘basic pattern ’ Taking a hypothetical State where 
settlements were due for revision in the ’thirties, the Commission 
laid down proposals for standardisation of assessment and revi- 
sion and for apportionment of land revenue to local bodies 
The Commission recommended that the basic pattern of settle- 
ment and revision, while largely similar to the existing ryotwari 
pattern, should make a departure from it m significant respects 
The revision of settlement should be divorced from small units 
and local prices and be based instead on the State or, within 
the State, on homogeneous regions For this purpose, existing 
disparities of assessment should first be corrected with reference 
to a cntenon that can be applied on a State-wide basis There- 
after, at the “standardised” level which the assessments then 
assume, they should be revised for the State as a whole or for 
the regions, at intervals which are neither unduly short nor 
unduly long Each such revision, whether upward or down- 
ward, should again be within strictly defined limits and should 
be effected with reference to an adjusted price factor worked out 

11 cf Report of the Taxation Enquiry Commission 1953-54, Vol III, 
Op at, p 209 
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for the whole State or for each of the regions Standardisation 
IS necessitated by the disparities in original assessment due to 
differences in resettlement rates of different regions at different 
times The existing disparities are further accentuated by the 
surcharges superimposed on the present assessment pattern 
Fuither, resettlement costs will be too heavy to undertake whole- 
sale revision 

In standardisation of assessment, disparities in assessment 
cannot be entirely removed Further, some rules regarding 
changes in assessment in direct relation to changes in prices have 
to be framed For ready application, a simple, standardising 
measure has been suggested If all resettlements were due at the 
same time, the same increase m assessment would be called for in 
the case of all lands Settlement or resettlement, with reference 
to commutation prices of previous 20 years, has been the usual 
procedure for fixing assessment in any year This penod may 
be called “the relevant price-period ” As prices have been rising 
over the past 100 years, the earlier the relevant pMce period, the 
lower the level of assessment An ad hoc method of ready ap- 
plicability consists in giading increases in relation to puce period 
relevant to settlement or resettlement at which the existing as- 
sessment was fixed The maximum increase has been fixed at 25 
per cent and all settlements have been reduced to four categories 
with reference to relevant price period as follows 


Relevant price 
period 

Average price level 
(1873 = 100) 

Increase m 
assessment 
(per cent) 

188099 

124 

25 

1900-19 

195 

m 

1920-39 

242 

6i 

1940 onwards 

697 

ml 


Sowce Report of the Taxation Enquiry Commission 1953-54, Vol III, 
p 227 


Each State will have to work out details of standardisation 
according to local conditions If relevant price period falls in 
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more than one of the groups in the above table, that in which 
majority of relevant years fall should be taken for standardisation 

Revision in Settlement 

As for revision of settlement, the tune taken now is too long 
Decennial changes in assessment, which permit of more or less 
automatic revision with reference to price levels, may help to 
save cost In making changes m assessment, changes in price 
cannot be taken at full face value Moreover, costs of production 
change A practicable method of allowing for changes in costs 
of production, which would normally occur in the same direc- 
tion as changes in prices, would be to base the adjustment on a 
fraction of the price change This would be particularly suitable 
during a phase of rising prices Enough safeguard in case of 
price fall should be provided to cultivator 

In computing the price index and pnce change, the major 
crop of an area has to be considered If the crop is a food crop, 
it should be the pnce of that crop Where a commercial crop 
predominates greatly, the pnce of that crop should be taken as 
the base If both food and commercial crops are grown, a com- 
posite mdex may have to be constructed In fixing the ‘base’ and 
‘current’ penods for reassessment, the base should be regarded 
as a period of not less than ten and not more than twenty years 
preceding the standardisation and for first revision the current 
period would be the ten years intervening standardisation and its 
revision Revision should be with reference to the relevant price 
period, where price change has been more than 25 per cent in 
either direction This does not apply to revision of settlement 
that has to do with change of land from dry to wet category or 
the opposite This is explained in the following table 


Price Change (per cent) 

Land Revenue (per cent) 

Rise 

Fall 

Rise 

Fall 

25 

25 

ml 

ml 

25 

3H 

3i 

6i 

3U 

374 


124- 

m 

43i 

n 

ISf 

More than 43| on 

either side 

m 

25 
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In Other words, when price falls, the cultivator is compen- 
sated by relatively steeper reduction in revenue rates But the 
cultivator benefits if pnces nse and the tendency is often for 
prices to rise, of late, especially if sli^t mflation is accepted as 
an accompaniment of development, even if prices are relatively 
stabilised In that case, it is justifiable to claim a larger portion 
than that stated m the above table Further, if (say) prices fall 
in current period and rise later (on the average), then usmg a 
formula as above would in no way benefiit the Treasury More- 
over, as the Commission itself pointed out the standardised as- 
sessment can be used only in a few States completely In fact. 
It IS suggested that “every State which has to undertake the initial 
settlement, should, unless there are good reasons to the contrary, 
adopt the basis that is m operation in the adjoining States or 
area’’^^ In the former zamindari tracts, it will have no more 
than a “notional’^ value Because of limited applicability, the 
Commission’s suggestions may not be of much value, if prices are 
still to rise after an initial fall 

Among the alternatives suggested, the combmation of agri- 
cultural income-tax with a flat land tax as in Travancore-Cochin 
was rejected by the Madras Land Revenue Reforms Committee 
(1951) on grounds of inequity as well as loss from wet lands due 
to low level of taxation This argument holds true for most of 
the States 

The suggestion of the sales tax on producer at the first stage 
of sale has been rejected as fiinancially and administratively not 
feasible The scope for evasion is very great in the case of such 
a tax The alternatives left are a sliding scale assessment and 
surcharge on land revenue 

Sliding Scales and Surcharges 

The essential purpose of sliding scale assessments and sur- 
charges IS to introduce m the land revenue systems an element of 
responsiveness to changes in prices and incomes, over short pe- 
riods, without disturbing the basic character of land revenue 

12 Op cii , p 233 

13 For a discussion, see the Land Revenue Reforms Committee, 
Madras, Second Report (1951), PP 18-20 
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system They are based an the perfectly valid idea, as the Com- 
mission calls it, that when prices go up or down as much as they 
have in the last two decades, changes in the burden of land re- 
venue are justified from the point of view of both the Govern- 
ment and the land holder The changes that may be brought 
about through a surcharge at State level or slidmg scale assess- 
ments at the local level to fit m the local variations in prices are 
not related to flat local surcharges to reduce disparities m settle- 
ments due to temporal causes They are purely of short penod 
nature, but take into account the change m local pnces in the 
case of localised crops and changes in State-wise prices in the 
case of staple crops to determine the level of levy But the 
Commission admitted that “the difficulty is that of fittmg the idea 
into the system” 

Slidmg scale assessment was attempted in pre-Partition 
Punjab Maximum assessment was fixed for each circle on the 
basis of commutation prices, z e , average of puces during the 
twenty years preceding the year of settlement Thereafter, annual 
changes in prices based on market reports were taken into ac- 
count to determme the percentage mark-up or mark-down that 
should be made in assessment m relation to the changes m 
prices But the most important obstacle was that of constructing 
an index number for prices in the 1930’s At present, with the 
changing nature of the economy through improvements in irri- 
gation and agncultural extension, the crop pattern is changing 
and will change further The price changes have been favourable 
to the landowner With the increasing monetization of the eco- 
nomy and regulation of markets. State-wide price changes have 
more significance and local variations get ironed out quickly In 
such a context progressive surcharges on land revenue will have 
more validity than sliding scale adjustment Further, on com- 
mercial crops, special cesses are levied which are ad hoc in 
nature It is preferable to levy such ad hoc cesses because it is 
difficult to forecast the price changes The cesses may be re- 
tamed, changed, or abolished depending on the changes in price 
levels They need not be fitted into a system These cesses 
combined with sliding scale surcharges on land revenue can 
bnng revenue to the government as well as introduce an element 
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of equity in land taxation The elaborate procedure involved in 
standardised assessment can very well be avoided 

Recent Developments 

At present, surcharges are being levied in Andhra Pradesh, 
Uttar Pradesh, Punjab, Rajasthan, Madhya Pradesh and Madras, 
to fit the above elements in their land revenue pattern For 
example, in Andhra State, a graded surcharge on land revenue 
was levied up to February 1957 After the reorganisation of 
States, It was decided to abolish the Hyderabad Agncultural 
Income Tax Act, 1950 that was in existence in the Telangana 
distncts of Andhra Pradesh, and also the surcharge on land 
revenue in the rest of the State Instead, a fresh surcharge was 
levied with effect from 1st July, 1957 on dry and wet lands in 
the Andhra area and dry lands in Telangana area on persons 
paying more than Rs 10 as land revenue The surcharge vanes 
from 13 toi 50 per cent for land revenue above Rs 500. In the 
case of wet lands in Andhra, area, the levy appbes to the land 
revenue element only which is calculated at 25 per cent of the 
consolidated assessment The wet lands of Telangana region are 
exempt from the surcharge, because it is felt that assessment 
rates prevailing there are already high The exemption level 
for the surcharges is very low and gradations are only three in 
number This makes the surcharge more burdensome on the 
small farmer 

Uttar Pradesh substituted a Large Holdings Tax for the 
agricultural income-tax in the financial year 1957-58 A holding 
tax IS levied on all land holdmgs the annual value of which ex- 
ceeds Rs 3,600 No tax is levied on holdings of less than 30 
acres in size For the purposes of assessment, the annual value 
of the holding is fixed on the basis of a certain multiple not 
exceedmg 12^ per cent of the rent payable for such land The 
rates of the holding tax follow a graduated scale so that the 
larger the annual value of the holding, the greater the rate of 
the tax The rate on the first Rs 1,800 of annual valuation is 
ml It increases progressively up to 60 Paise in a rupee for the 
slab exceeding Rs 35 OOO 

Under the Punjab Land Revenue (Special Charges) Act, 
1958. a special charge on land revenue is levied on landowners 
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on a graded basis The charge is recoverable as land revenue 
The rate is 50 per cent where land revenue exceeds Rs 50 but 
not Rs 100 annually It increases progressively up to 300 per 
cent tor land revenue exceeding Rs 1,000 per annum. The 
Rajasthan Land Revenue (Surcharge) Act of 1960 follows the 
same basic pattern The surcharge varies from per cent to 
121 per cent for land revenue above Rs 250 per annum Hold- 
ings paying less than Rs 50 per annum as land revenue, are not 
liable to the surcharge The rates of levy in Rajasthan and the 
Punjab are however much lower than the compounded rates of 
agricultural income-tax m Madras and Mysore But the exemp- 
tion levels in the northern States are much higher Moreover, 
there is no adjustment for the crop grown as is the case with 
Madras and Mysore 

Some States have imposed special surcharges on the culti- 
vation of commercial crops For example, the Andhra Pradesh 
Commercial Crops (Assessment) Act of 1957, provides for the 
levy of special assessment of Re 1 to Rs 5 per acre on land 
holdings above 10 cents m size growing commercial crops. The 
assessment rates are Rs 5 per acre for turmeric, sugarcane and 
plantations, Rs 3 per acre for coconut, chillies and tobacco 
(Virginia), Rs 2 per acre for citrus crop, and Re 1 per acre for 
cotton, groundnut, tobacco and casuanna Though commercial 
crop cesses are levied either on ad valorem basis, as for example, 
in the case of groundnuts in Punjab or on the basis of acreage 
or even on the basis of weight as in the case of sugarcane, the 
rates are flat rates and are proportional in character Apart 
from these changes, m Orissa and Assam, legislation has been 
passed to reduce the inequalities m land revenue due to differ- 
ences in time periods in which the settlements were made In 
Bihar, a cess of one anna m a rupee of rent is levied to finance 
primary education Similarly, a flat surcharge on land revenue 
at the rate of 2 annas per rupee is bemg levied in Madras since 
1955 to assist local bodies in maintaining and improving rural 
communications The flat surcharges add to the increase of land 
revenue at the lowest levels by a small percentage unlike the 
progressive surcharge Thus, in several States wLere the agricul- 
tural income-tax is not levied, adjustments to bring about an 
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element of equity in taxation of land owning classes are sought 
to be achieved by progressive surcharges 

PROGRESS IN LAND REVENUE COLLECTION 

The significance of land revenue has considerably changed 
over the long period of its history The change is noticed in 
(i) the burden on the person who pays it, (ii) the place which 
land revenue occupies in the composite fiscal pattern of the 
country, and (iii) the general level of land revenue in relation to 
the levels of agricultural prices It is claimed that progressive 
monetization, the development of internal transport, the grow- 
ing commercialisation of agnculture and the general evolution of 
an all-India market with the steady support thus provided to 
local prices have served to hghten the burden of land revenue in 
the decades that have passed 

From 1890 up to the period of World War I, the level of 
land revenue would appear to have been fairly steady in spite of 
the price being 5 to 6 times higher Expressed in terms of the 
pnce of foodgrains, the land revenue receipts declined from 1873 
to 1912^* Thereafter, there was a sharp nse in agricultural 
pnces, foodgrains prices almost doubled This led to a substan- 
tial reduction in the burden of land revenue collected even after 
adjustment for the rise in foodgrains pnces After 1929, however, 
there was a trend of decline in prices as a result of the depres- 
sion Expressed in terms of constant prices, the burden of land 
revenue was perhaps two-thirds higher dunng the period 1930-37. 
The World War II, by causing an increase in the price of food- 
grains to more than four times the pre-war level, once more 
drastically reduced the burden of land revenue Since 1948, the 
burden, however, seems to have shown an increase^*’ 

Apart from the changes in the burden in the different periods, 
the general inference is that the long-term trend has been m the 
direction of a steady and, latterly, drastic reduction in the burden 

14 Taking the base year as 1873=100, the index was 89 during 
1873-82, 94 for 1883-92, 92 for 1893-1902 and 84 for 1903-12 

15 Most of this IS reported to be statistical, being the result of the 
merger of parts of ceitam former Princely States with. Part A States and 
the conversion of rent into land revenue in consequence of the abolition 
of Zanundari 
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This IS also confirmed by the steady decline, since the middle of 
the last century, in the proportion which the land revenue collec- 
tions bear to the total revenue receipts of the Centre and the 
States Table I gives the receipts from land revenue as a pro- 
portion of total revenue pnor to World War II 


Table I 

RECEIPTS FROM LAND REVENUE AS A PROPORTION OF TOTAL 
REVENUE (CENTRE AND STATES) 

(in per cent) 


1793-94 

690 

1808-09 

61 1 

1818-19 

73 1 

1839-40 

706 

1850-51 

66 5 

1871-72 

428 

1881-82 

355 

1891-92 

36 5 

1901-02 

33 9 

1911-12 

313 

1938-39 

161 


Source Report of the Taxation Enquiry Commission 1953-54, Vol III, 
Op city p 216 


Table II gives the annual receipts of land revenue as a pro- 
portion of the total tax revenue of all States since 1950. 
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Table H 

LAND REVENUE RECEIPTS FOR ALL STATES 1950-51 TO 1963-64 

(Rs m crores) 


Year 

Land Revenue 

Total Tax 
Revenue 

Land Revenue as 
proportion of 
Total Tax 
Revenue 

1950-51 

49 6 

— 



1951-52 

48 0 

281 1 

17 0 

1952-53 

574 

304.9 

18 8 

1953-54 

710 

330 3 

114 

1954-55 

73 0 

337 2 

216 

1955-56 

78 0 

356 1 

219 

1956-57 

83 2 

395 7 

210 

1957-58 

87 7 

472 0 

19 0 

1958-59 

918 

537 1 

17 0 

1959-60 

951 

577 4 

164 

1960-61 

972 

624 8 

15 5 

1961-62 

952 

662 6 

14 3 

1962-63 

1200 

7940 

151 

1963-64 

118 2* 

9162* 

12 9 


Source “Finances of State Governments,’* Reserve Bmk of India 
Bulletin, Voi XIII, No 6, June, 1959, p 678, Vol XVII, No 4, Apnl, 
1963, p 452, and Vol XVIII, No 5, May, 1964, p 592 
* Revised Estimate 

It may be noted that the relative share of land revenue in 
the total tax revenue has further declined to 12 9 per cent m 
1963-64 The decline in the importance of land revenue was due 
to the growth hnd increased importance of new forms of taxatioii, 
such as income-tax, customs and excise at the Centre and Sales 
Tax and other taxes m the States 

The incidence of land revenue for different income groups 
m the rural sector could only be estimated if a classification of 
rural incomes in different groups* were available, together with the 
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land revenue payable by these different classes As these data 
are not available, it is not possible to indicate the relative inci- 
dence of land revenue in these terms There are considerable 
variations in land revenue assessment between different types of 
agricultural land in a State, and, even more, from State to State 
Theie is, however, a certain average burden of land revenue on 
agriculture in the country which is indicated by the ratio of the 
total land revenue collected to the total (gross or net) value of 
agncultural output The gross value of total agricultural output 
(at cuirent prices) in India for 1950-51 was estimated at 
Rs 4,780 crores, whereas land revenue collection amounted to 
Rs 49 6 crores, which is roughly 1 03 per cent of gross value 
In 1960-61, the gross value of total agncultural output (at current 
pnces) increased to Rs 6,640 crores^^ and land revenue amounted 
to Rs 97 2 crores, constituting 1 46 per cent of gross value and 
1 6 per cent of the net value added in agriculture By any token, 
this must be considered as very low There is therefore consider- 
able scope for increased taxation of higher agncultural incomes 

Since 1950-51, substantial increase in land revenue collec- 
tions has taken place mainly owing to abolition of zammdari and 
other land reforms The receipts of land revenue show an in- 
crease of Rs 45 6 crores between 1950-51 and 1961-62 But this 
entire increase cannot be attnbuted to land reforms It reflects 
the combined effect of (i) abolition of intermedianes, (u) imposi- 
tion of land revenue on land previously held assessment free, 
(ill) imposition of land revenue on Ryotwari basis on hitherto 
mam lands, (iv) imposition of surcharge on land revenue, and 
(v) step-up m land revenue assessment m some of the States. 
Of these, the last four measures are a part of the effort of the 
State Governments to raise additional revenues The yield from 
these measures is estimated at Rs 17 9 crores dunng the First 

16 Data relating to the value of agncultural output are not available 
on a comparable basis for earlier years, even land revenue collection 
figures for the earlier years would be imprecise because land revenue 
collections of the former Part B States are not available It is estimated, 
however, that land revenue formed less than 4 per cent of the gross value 
of agricultural output and about 45 per cent of net value in 1938-39 
Report of the Taxation Enquiry Commission 1953-54, Vol I (1955), p 73 

17 Estimates of National Income 1948-49 to 1960-61, Central Statisti- 
cal Organisation, Government of India (1962), p 2 
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and Second Five-Year Plans Since the annual revenue from these 
measures has been quite small, a major portion of the increase in 
land revenue receipts over the last decade must be attributed to 
the abolition of intermediaries The increase in land revenue 
shown m Table II is, however, not the net increase in the reve- 
nues, inasmuch as the State Governments, especially Bihar, 
Orissa and West Bengal in which assessment was permanently 
settled, have to incur considerable expenditure on building up 
adequate machinery for land revenue administration for the pur- 
pose of maintaining record of nghts, registration of transfers, 
partitions, sales, etc , and collection of land revenue, all of which 
was hitherto the responsibility of the zammdar It may be noted 
that the current expenditure on land revenue administration m 
the States has increased from Rs 7 37 crores m 1950-51 to 
Rs 37 24 crores in 1960-61 Some of this expenditure, however, 
wdl not be of a recurrmg character (like that on cadastral survey 
and record of nghts) and as such, with the efflux of time, the ex- 
penditure on revenue administration may decline As a conse- 
quence of the zammdan abolition legislation, the State Govern- 
ments concerned are now receiving as revenue from the new occu- 
pants what the erstwhile zammdars were receiving as rents from 
them This amount is evidently much larger than what the State 
Governments were receiving as land revenue from the zammdars, 
the additional amount being the difference between the total 
quantum of rent paid by the ex-tenants to the zammdars and the 
land revenue paid by the latter to the State Governments 
Agamst the additional income, the State Governments have 
assumed the responsibility to pay compensation to the zammdars 
Dunng the last decade (1951-61), the net addition to land revenue 
receipts (deducting the increase in expenditure on land revenue 
admmistration) amounted to Rs 74 34 crores, as against this the 
compensation paid during this penod amounted to Rs 86 71 
crores This left the States aggregatively with a net deficit of 
Rs 12 crores Only the States of Uttar Pradesh, Bombay, and 
Mysore had a positive balance at the end of the Second Five- 
Year Plan The amounts payable as compensation will be con- 

18 Vide M L Dantwala, “Financial Implications of Land Reforms,” 
Indian Journal of Agricultural Economics, Vol XVII, No 4, October- 
December, 1962, p 7 

19 Ibid, p 8 
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siderably larger dunng the Third and the Fourth Five-Year 
Plans Since acquisition of almost all the zamindaris is over, 
further additions from this source are not likely to go up in the 
future 

By and large, land reforms have not affected the pattern of 
land taxation m India Even the recommendations of the Taxa- 
tion Enquiry Commission for rationalization of land revenue 
taxation have not been implemented We may now deal with 
the other forms of agricultural taxation, particularly agricultural 
mcome-tax 


AGRICULTURAL INCOME-TAX 

The Taxation Enquiry Commission (1953-54) recognised 
that none of the alternative measures of taxation could be an 
effective substitute for land revenue from the point of view of 
the finances of State Governments, though some of the measures 
such as agricultural mcome-tax may indeed be extremely appro- 
priate as features supplementary to land revenue itself Examin- 
ing the significance of agricultural income-tax in the tax structure 
of the States, the Taxation Enquiry Commission observed that 
“an agricultural income-tax on the higher agncultural incomes 
should be adopted by all the States which have not yet done so 
because of the greater equity it bnngs into the system, if not of 
the revenue it bungs tO' the exchequer ” While it would not be 
practicable to aim at achieving uniformity in rates, it should be 
possible to have uniform limits of exemption The Commission 
suggested Rs 3 000 as the reasonably adequate limit of exemp- 
tion The fact that agricultural and non-agricultural incomes are 
treated as two distinct compartments. State and Union, for pur- 
pose of taxation, has given rise to many anomalies Therefore, 
It has been suggested that from the point of tax equity, the even- 
tual policy should be to merge agricultural income with non- 
agricultural income and levy one mcome-tax, the proceeds being 
made divisible between the Union and each State in the pro- 
portion of the two categones of income As a first step in this 
direction, it was recommended that the States should adopt a 
system of surcharges on agricultural income-tax, the rates 
surcharge being fixed so as to vary with the assessee's nonfi 
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agncultural income The surcharge should be on the agncultural 
income-tax, expressed as a fraction of it^“ 

The agncultural incomes in India have been exempted from 
the general income-tax except for two short periods of nine 
years in all between 1860 and 1865 and 1869 to 1873 The posi- 
tion remained unchanged until the passing of the Government of 
India Act in 1935, though the Indian Taxation Enquiry Com- 
mittee (1924-25) had favoured in principle the imposition of an 
agricultural income-tax A separate provincial levy on agncul- 
turai incomes became possible only after this Act Even under 
the present Constitution the two types of income are separated 
and agricultural income taxation is assigned to the States Bihar 
was the first State in India to levy a tax on agricultural incomes 
in 1938, after a lapse of nearly 60 years The other States which 
now levy the tax are Assam, West Bengal, Orissa Uttar Pra- 
desh,^^ Kerala, Madras, Mysore, Madhya Pradesh and Jammu 
& Kashmir The existence of large plantations of a commer- 
cial character and big land holders in the permanently settled 
areas of some of the States provided the basis for the levy of an 
agricultural income-tax Madras has restricted the tax to income 
from plantations Although Maharashtra has also introduced 
this tax since 1962, the tax has been specifically designed to affect 
mainly the large sugarcane farms In the former Princely States 
of Hyderabad and Travancore-Cochm (Kerala), agricultural m- 
comes along with non-agricultural incomes were taxable even 
before the integration of those areas with the rest of India 
After integration only agricultural income-tax is levied by the 
State Governments 

20 Report of the Taxation Enquiry Commission 1953-54, Vol III, 
pp 221-223 

21 The Indian Taxation Enquiry Committee observed m 1925 *'There 
IS no historical or theoretical justification for the continued exemption 
from the income-tax of incomes derived from agriculture There are, 
however, administrative and political objections to the removal of exemp- 
tion at the present time There is ample justification for the proposal that 
incomes fiom agnciilture should be taken into account for the purpose 
of determining the rate at which the tax on the other incomes of the same 
person should be assessed, if it should be administratively feasible and 
practically worthwhile” Quoted m the Report of the Taxation Enquiry 
Commission 1953-54, Vol III, Op cit , p 198 

22 In the case of Uttar Pradesh, this tax was replaced since July 1, 
1957 by the Large Land Holdings Tax Rajasthan also levied agncultural 
income-tax from 1953 to March 1960, when it was abohshed 
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The agncultural income-tax is charged on the total agricul- 
tural income of the previous year of every person, including an 
association of individuals, undivided Hindu family, a firm or 
a company The rates of levy have been laid down m the enact- 
ment Itself in some of the States, while in others the rates are 
fixed annually under the Finance Acts Apart from the exemp- 
tion granted to levels of income certain types of agricultural 
incomes are also exempted, such as incomes derived from pro- 
perty held under trust or other legal obligation wholly for reli- 
gious or charitable purposes, sums received by individual 

assessees out of agricultural incomes of undivided Hindu fami- 
lies, association of persons, firms or companies, which aie already 
taxed, etc. The exemption limit is Rs 3,000 in the States of 
Bihar, Assam, West Bengal, Madhya Pradesh and Jammu & 
Kashmir The exemption limits are higher at Rs 5,000 m 
Orissa, Rs 3,600 in Uttar Pradesh and Madras and Rs 3,500 m 
Mysore In Maharashtra, the exemption limit is Rs 36,000 

which is rather an exception The exemption limit prescribed 
for undivided Hindu families is Rs 6,000 in Kerala and 
Rs 7,000 in Mysore 

The rates of agricultural income-tax in all the States are 
based on the slab system thereby introducing an element of pro- 
gressiveness in the tax The tax free slab is Rs 1,800 in Uttar 
Pradesh, Rs 3,000 m Qnssa and Jammu & Kashmir and 
Rs 3.600 in Madras For other Slates, the tax free slab is 
Rs 1,500 The mmimuni and maximum rates are 3 nP and 
78 nP m the rupee in Orissa In Uttar Pradesh, the maximum 
rate is 60 nP In other States, the maximum rate varies from 

25 nP to 45 nP. in the rupee In Maharashtra, a flat rate of 

50 nP m the rupee is levied It may be noted that in Madras, 
Mysore and Kerala, a compounded tax is levied with a view to re- 
lieving the smaller assessees of the burden of keeping detailed 
accounts In Madras, any person holding land not exceeding 
four times the exempted limit of 12^ standard acres could apply 
for permission to compound the tax payable by him and to pay 
instead a lump sum in a prescribed manner The rates of tax 
followed a graduated scale No tax was levied on the exempted 
limit The rate of tax varied from Rs 4 50 to Rs 15 per 
standard acre on holdings between 20 and 50 standard acres 


1-26 
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In Mysore, any person deriving agricultural income from land 
not exceedmg 150 acres in extent of the eighth class of land is 
permitted to compound the agricultural income-tax payable by 
him and to pay instead a lump sum at the rate of Rs 2 per acre 
In Kerala also, any assessee other than a company is allowed to 
compound the tax payable by him for a consolidated payment of 
Rs 75 from April 1960 or any subsequent year if his total 
agricultural income for the previous year does not exceed 
Rs 5,000 Agricultural incomes have also been subjected to 
super-tax in Bihar, Kerala, Madhya Pradesh (Bhopal) and My- 
sore when income exceeds Rs 25,000 In Bihar and Madhya 
Pradesh (Bhopal) the structure of rates is more or less similar, 
the rate varies from a minimum of 6 nP m the rupee on the first 
income slab of Rs 10,000 after the exempted limit to a maximum 
of 33 nP in the rupee In Kerala, the minimum rate is 12 nP 
in the rupee on the first Rs 15,000 after the exempted limit, 
rising to a maximum of 34 nP in the rupee Besides, in this 
State super tax is levied on the agricultural incomes of companies 
on a slab basis, the rate varying from 12 nP m the rupee on 
the first slab of Rs 1 lakh to 31 nP m the rupee on amounts exceed- 
ing Rs, 10 lakhs In Mysore, it varies from a minimum of 9 nP 
on the first Rs 25,000, after the exempted limit to a maximum 
of 25 nP m the rupee It may be mentioned that no State seems 
to have levied a surcharge on agricultural income-tax on the 
basis of assessees’ non-agncultural income 

Receipts from the Agricultural Income-Tax 

The receipts from the agricultural income-tax in different 
States during 1950-64 are given m Table III The total receipts 
increased from Rs 41 crores m 1950-51 to Rs 9 3 crores m 
1963-64 While the average annual receipts are estimated at 
Rs 4 5 crores for the First Plan period, the corresponding average 
for the Second Plan period amounted to Rs 8 1 crores The 
mam reason for the rather impressive increase of Rs 3 6 crores 
in the receipts is the introduction in 1955-56 of the tax m 
Madras, the annual average receipts of which alone accounted 
for Rs 1.25 crores dunng the Second Plan period Another 

23 Reserve Bank of India Bulletin Vol XVII, No "8, August 1963, 
pp 1022-1033 * 
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distinguishing feature of this tax is concentiatioii of receipts in 
a few States, the three States of Assam, Kerala and Madras 
accounted for little over 70 per cent of the tax collections during 
last three years This can be attributed to the fact that planta- 
tions, mamly tea, are predominant here, these three States to- 
gether account for about three-fourths of the tea production in 
the country 

The implementation of land reform measures, in so far as 
they limit size of holdmgs has resulted in the reduction of the 
yield from agricultuial income-tax As a result of the aboli- 
tion of intermediaries and conferment of occupancy rights on the 
tenants, the big land holdings have been dismtegrated and con- 
sequently, the number of persons in higher mcome brackets 
fallmg within the purview of agncultural income-tax has dechned 
considerably In Uttar Pradesh receipts from agricultural income- 
tax fell from Rs 138 lakhs in 1950-51 to Rs 53 lakhs in 1957-58 
The Uttar Pfadesh Government considered the levy of agncultural 
mcome-tax as a measure out of date m the post-zamindan aboli- 
tion era and it was replaced by the Land Holdmgs Tax As a 
result, the revenue collections rose to Rs 83 lakhs in 1960-61, but 
even so the total yield is relatively less than that in 1950-51 Simi- 
larly in Bihar, the yield declined from Rs 69 lakhs m 1950-51 to 
Rs 14 lakhs in 1957-58 In the case of West Bengal also, the 
yield from this; source declined from Rs 168 lakhs m 1956-57 
to Rs 89 lakhs m 1961-62 and to Rs 84 lakhs m 1962-63 It 
may be noted that the decline m receipts from agncultural income- 
tax was accompanied by an increase m the receipts from land 
revenue 

On the whole, the scope for realising substantial revenues 
by levymg a tax on agricultural income was perhaps greater in 
those areas where the tenure system was characterised by large 
holdings Thus Bihar, Assam, West Bengal and Uttar Pradesh, 
were the first to introduce this tax In the Ryotwan areas hke 
Maharashtra and Mysore where peasant proprietorship prevailed, 
the scope was comparatively limited With the abolition of the 
mtermediary type of tenure and with the imposition of a ceiling 
on the existing land holdmgs resulting in the disappearance of 
big land holders, the scope for this tax has been considerably 
restricted. 
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IRRIGATION RATES AND BETTERMENT LEVY 

Other forms of taxation on land are the irrigation rates and 
betterment levy Irrigation rates are a payment for the use of 
water and are thus a component of the cost of production Better- 
ment levy IS a pa5mient for the increase m the capital value of 
land on the introduction of irrigation, resultmg from the benefit 
derived by the permanent improvement in the form of an assur- 
ed supply of water to the land or protection against floods 

Rationale of Imgation Rates 

The general prmciple underlymg the 'charges for water’ is 
the fact that investment in irrigation is not one of those public 
investments whose benefits are more or less evenly diffused 
among the entire community and the cost of which may be met 
through the general revenues Theie exists a group of imme- 
diate and prmcipal beneficiaries, that is, the cultivators receiv- 
ing irrigation Irrigation leads to an mcrease in farm output 
brought about through a more intensive use of land resultmg 
in increased farm incomes Irrigation facility is a service and 
since it mvolves capital investment, it is but proper that the 
persons benefiting from it should bear the full cost of water 
supply so that irrigation works become self-supporting and their 
burden does not fall on the general community of tax-payers 

In the past, the possibility of recovering the cost of irrigation 
has been an important consideration in selecting projects as is 
reflected in the productivity criterion that was adopted in the 
choice of investment m an irrigation project Apart from what 
were known as the protective works, which weie constructed 
with the full knowledge that they were not likely to bring in 
full return on the capital mvested but were undertaken as a 
measure of famine prevention, an irrigation project had to be 
productive, the test of productivity bemg that the project should 
be able to show a certain percentage return on the sum-at-charge 
in the tenth year after the opening of the canal, the sum-at- 
charge bemg the capital cost plus the arrears of interest up to 
that year. In recent years, while the conventional distinction 
between productive and protective works has largely disappeared 
and a capital work is judged from a broad social benefits pomt 
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of View, the productivity test is still applied, though not iigidly, 
in judging the financial soundness of a project In other words. 
It IS ascertained whether the expected annual income would be 
sufficient to meet the annual cost^"^ of the project 

A very important issue m regard to irrigation rates is the 
method of determimng the rates The Taxation Enquiry Com- 
mission discussed the various methods of charging for water, 
but came to the conclusion that while a particular system may 
be the theoretically ideal one, its practicability may not be so 
easy to determine There are two important factors that have 
to be borne in mind before any method is adopted These are 
(1) equity for the farmer who pays the water rate and (2) revenue 
for the government from this particular source It is felt that 
the objectives of a satisfactory structure of water rates should 
be as follows (i) the total recoveries on account of water rates 
should not be less than the annual cost incurred by the State 
for providing the service, (ii) the water rate for a crop should 
be equitable, m the sense that it should be related to the ability 
of the crop to bear it, and (m) water rates should be so pitched 
as not to leave any irngation potential unutilised on account of 
either the system of charging rates or the level of particular 
rates 


The two mam considerations in fixing water rates are cost 
and benefits On the side of cost, the necessity of lecovermg 
total cost, both fixed and variable, or the recovery of variable 
cost alone, may determine the level of rates On the side of 
benefit, the water rates, at the maximum, could take away the 
entire net benefit available to the irrigator 

The Indian Taxation Enquiry Committee of 1924-25, pointed 
out that water should not be supplied at a ra te which d^d— 
cover the i ^rest on the 

.of-4he-woitrex^^ case of protective works The other 

important criteria suggested for determining water rates are 
quantity of water supplied, value or net profits and pnces The 

24 Annual cost refers to the cost of maintenance and operation, 
depreciation charges and interest on capital invested 

25 Report of the Maharashtra State Irrigation Commission, Govern- 
ment of Maharashtra (1962), p 69 
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Committee came to the conclusion that a combination of the 
natuie of the area irrigated, ciop and prices would be the ideal 
basis in jhxmg water rates The Taxation Enquiry Commission 
recoimnended linkmg the water charges to the maintenance 
costs The maintenance costs are of two types • (i) those which 
have to be incurred to keep the irrigation project m working 
ordei, and (n) those which have to be incurred to supply water 
to the cultivators Thus, according to the Commission, the 
water charges should comprise (i) a small charge covenng the 
cost of repairs, establishment, etc , to be recovered from every 
land holder under the command of the iirigation pioject, irres- 
pective of wliethei water is taken by them or not, and (ii) an 
additional charge for the supply of water which will primarily 
cover the debt charges, overhead expenses, etc , to be levied on 
those who actually make use of the water from the project. 
The Commission pomted out that while these aspects should 
form the basic principle, other considerations while fixing the 
water rates should be the quantity of water supplied, value of 
crop grown, extent of benefit realised byjhe^culln-^^ 
of the cultivator_to_payi^ — The'^ifsTFi^Year Plan conceives 
-.ifee--watef1rate^^^ charge dependent on the kind and extent of 
crops grown and is based on the quantity of water required by 
the crop and the advantage derived from the use of it by the 
cultivator It has no relation to the cost of supplying the water ” 
While the Plan does not directly relate the water rate to the cost 
of irrigation, water charges are still considered an important source 
for the recovery of costs as can be seen from its suggestion that 
the old revenue structure should be modified in the light of the 
expensive nature of new projects and the increased cost of main- 
tenance and operation of the new projects, if the new projects 
are to satisfy the productivity test 

Methods of Water Rate Fixation 

One of the major methods in fixing water rates is the net 
benefit available to the cultivators from the use of water sup- 
plied The additional net benefit accruing to the farmer on 
account of the use of irrigation water is measured by the dif- 

• 

26 Report of the Taxation Enquiry Commission 1953-54, Vol. Ill, Op 
at, pp 251-253 
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ference between the net benefit received ‘before’ and ‘after’ the 
use of canal water In any system of water rate, the upper 
limit to the ability of a crop to bear the water rate is indicated 
by the entire net benefit to the irrigator fiom his irrigated crop 
However, m practice, it would be desirable to recover through 
watei rate only a portion of the net benefit so as to provide incen- 
tive to the farmer to use irrigation water But determination of 
net benefit presents many difficulties The use of irrigation water 
is invariably accompamed by the use of other factor inputs such 
as fertilizers, employment of additional labour, etc , so that it may 
be difficult to isolate the net benefit as flowing from irrigation 
alone Thus with this limitation in ascertaming ‘net benefit,’ it is 
suggested that a simpler method of fixing the water rates would 
be to determine them on the basis of the “value of crop” grown 
It IS argued that a water rate which varies with the value of the 
market price of crops, is equitable and also provides scope for 
variation m the charges according to the quantity of water used 
by different crops The Report of the Maharashtra State Irnga- 
tion Commission discusses at length the problem of determming 
the net benefit as the basis of water rate fixation The Report 
points out that while it may not be possible to compute the net 
value of additional agricultural production due to irrigation, it 
may be taken for granted that in normal years there exists 
relationship between gross and net income and broad calculations 
could be made on the basis of estimates of only gross values of 
irrigated crops Thus, the factors that may be taken into consi- 
X deration in formulating water rates for mdmdual crops would 
be, firstly, the cost of irrigation water required by the crop and 
secondly, the level of average gross mcome obtained from the 
crop under the usual conditions of fertility, supply of manure, 
supply of water, level of efficiency of cultivation, prices, etc^^ 

In India, water charges vary both m the method and the 
rates of levy with the result that there is multiplicity both in 
principles and the rates of assessment. Broadly, two methods of 
chargmg for water may be distinguished They are, firstly, the 
optional system of levy and secondly, the compulsory system 

27 Report of the Mahaiashtra State Irngation Commission, Op cii , 
p 70 



AGRICULTURAL TAXATION 


433 


of levy The various systems of charging for water that prevail 
are an application in principle of either of these two systems 

Under an optional system of levy, the water rates are fixed 
by the irrigation authorities and the cultivators are free to use 
or not to use the irrigation facilities at the rates fixed Under 
a system of compulsory levy, there is a compulsory water charge 
on each acre of land served by the canal system, whether water 
IS used or not used Under this system, each cultivator is en- 
titled to a certain maximum supply of water and he can get extra 
water over and above the water allotted for an additional pay- 
ment Water rates are determined for broad soil types such that 
the average water rate is equal to the average cost per irrigated 
acre at full capacity Among the many advantages of a system 
of compulsory levy, the important ones aie that the compulsory 
nature of payment for water induces the cultivators to fully 
utilize the capacity created, the average charge is the lowest 
and further, the full cost of providing water can be recoveied 

Among the various systems of levymg water charges, a few 
important ones may be noted They are volumetric rate, con- 
solidated rate, differential rate, occupier’s rate and agreement 
late 

Volumetric rate is the charge levied according to the 
volume of water actually supplied Since V/2ter is charged ac- 
cording to the volume used, this system may lead to the eco- 
nomical use of water However, though more scientific in pnn- 
ciple than any other system, this system is not generally re- 
commended, since It involves a large initial investment for in- 
stalling meters to measure the quantity of water supplied The 
supervisory staff also has to be extensive There is a danger 
of malpractices on the part of petty officials More important 
than these reasons is the fact that as the amount of water actually 
used for irrigation depends on the rainfall in any particular year, 
the demand for water may fluctuate considerably from year to 
year, thereby resulting in heavy fluctuations m the annual irriga- 
tion receipts of the State 

Under the system of charging a ‘consolidated rate’, water 
charge is coiisolidated with the land revenue assessment and is 
fixed on the settlement principle On the side of merits, this 
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system minimises the number of taxes collected and thereby faci- 
litates and economises the collection of taxes Further, a mini- 
mum rate of reimbursement is ensured, since payment of water 
charges is rendered more or less compulsory However, since 
water rates are fixed on settlement prmciple, it may become diflS- 
cult to increase the rates as and when it is found that the capacity 
of the crop to pay has increased This system is prevailing in 
the South, especially on the older works in the States of Madras, 
Mysore and former Hyderabad 

Under the system of a ‘differential rate,’ the principle is that 
when a dry land is irrigated from government sources, the water 
charge should correspond to the difference between the wet rate 
and the dry rate of assessment of the corresponding land The 
merits claimed for this system are that it enables a charge m 
proportion with the yield of the land and further, the inadequacies 
and defects of a method of fixed water rates can be eliminated 
However, this system can be applied only m those areas where 
the necessary land classification has been made The Taxation 
Enquiry Commission (1953-54) described this system as “unsound 
m theory and clumsy in practice ” This system was adapted on 
some of the older works in Andhra Pradesh and Madras How- 
ever, in view of the administrative difficulties inyd^^edr-fe^ 
system is being replaced by a system^whecein^^ is 

fixed on a flat rate^ba§is-...a5id^^ according to the nature of 
the^pit-g?^^ 

Under the system of charging an “occupier’s rate,” water 
charges are related to the nature of the crop grown and are 
fixed for the area actually irrigated The rates for different 
crops are based mainly on the quantity of water normally re- 
quired by the crop, the scarcity or abundance of supply at the 
time, and value of the crop Under this system, though the 
method of charging ensures equity, however, economy in the use 
of water may not be achieved, since charges depend on the 
extent of aiea irrigated and nature of crops grown and there 
might be wastage of water due to excessive wateimg Further, 
the Taxation Enquiry Commission pomted out that “under con- 
ditions of competitive demand, it fails to secure optimum revenue 
to the government” This system of levy is followed generally 
all over India, especially on the new irrigation works. 
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Under the “agreement rate’’ system, rates are fixed by agree- 
ment for a certain period of years and water rates have to be 
compulsorily paid whether water is taken or not In view of 
the long-term agreements and the compulsory nature of levy, 
the water charges are generally low This system is the result 
of local conditions and requirements in certain regions, as m the 
deltaic regions of Orissa, West Bengal, parts of Bihai and 
Madhya Pradesh, where climatic conditions render it doubtful 
whether the cultivator m any particular season would demand 
water or not In these legions, attempts have been made to 
induce the cultivator to take a lease foi a period of years For 
instance, m Orissa, the present practice is to give long-term block 
leases extending up to ten years This system is conceived to 
bring in a minimum return so that the cost of maintenance of 
works could be met 

Revision of Existing Rates 

Irrigation works should be. by and large, self-support- 
ing But, at present, irrigation woiks are running at a loss In 
1950-51, the net profit from irrigation undeitakings was Rs. 4 
crores In 1955-56, there was a loss of Rs 5 1 crores This loss 
IS estimated to have increased to Rs 19 3 crores at the end of 
the Second Plan On the basis of recent estimates given by 
State Governments to the Planning Commission, it is estimated 
that at the existing level of water rates, the loss to the irrigation 
undertakings during the Third Plan would be of the order of 
Rs 135 crores 

Thus, there exists a case for revising water_jaj£S^j|L-a^^ 
States m India The case_arises._piTJ^^ the following 

reasons..,jaj:fi^^ has been invested in these under- 

takings and attempts should be made to prevent recurring losses. 
Secondly, a substantial part of the funds for the development of 
irrigation which could have been found from the internal re- 
sources of these undertakings will now have to be found from 
other sources Thirdly, the present incidence of water rates is 
found to be low. And fourthly, the prevailing higher prices of 
crops have raised the paymg capacity of the farmers. 

Recently, water rates have been revised upwards in a number 
of States and the State Governments are contemplating a further 
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increase in the future In Andhra Pradesh, m 1956, water rates 
were increased by 25 per cent, and further by 50 per cent m 
1957 An additional assessment of 13£ per cent of the amount 
of land revenue assessment payable on wet lands was levied m 
1956 to meet the increasing cost of mamtenance and repair of 
works This additional assessment was further increased to 37i 
per cent in 1957 In Bihar, water rates were doubled m 1956 
In Gujarat region, uniform water rates for all the irrigation 
works have been introduced step by step, from June 1959 In 
Uttar Pradesh, the rates were raised by 50 per cent m 1944, by 
another 50 per cent m 1950 and then again by 50 to 100 per 
cent in 1953 However, owing to the fall m prices m 1954-55, a 
rebate equivalent to 50 per cent of the increase effected in 1953 
was allowed In Rajasthan, for the projects constructed after 
1952, new schedules of rates have been prescribed m 1956 Water 
rates obtaining on old tanks were increased by about 30 to 40 
per cent over the old rates Water rates rangmg below Rs 5 
have been raised to Rs 8 The State Government is considering 
a further upward revision. In West Bengal, the rates on the old 
Damodar canals were raised from Rs 4 1 to Rs 5 5 per acre 
from 1952-53 New water rates have been mtroduced from 1958- 
59 m the irrigable commanded area of the old Damodar and 
Eden Canal Systems 

As noted earlier, the annual income of an irrigation project 
should cover the annual cost of supplying water In spite of recent 
upward revisions in the water rates in several States, the losses 
tended to increase A recent study^® on the working of 
irrigation undertailmg^ P India, touches the various aspects of 
the problem The present financial losses of irrigation works 
seem to be due to high construction costs and costs of mainie- 
nance and operation With the completion of a project and com- 
mencement of irrigation, certam costs, more or less of a fixed 
nature, on establishment, repairs and maintenance, depreciation 
and interest charges, have to be mcurred annually, whether the 
water made available is utilised or not utihsed The cost of 
providing water per acre depends on the degree of utilisation of 

28 Price Pohcy of Irrigation Undertakings A Preliminary Study, Plan- 
ning Unit, Indian Statistical Institute, New Delhi (19^1) (unpublished) 

29 Ihid, 
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the potential created Thus, the higher the pioportion of utilisa- 
tion, the lower will be the cost of supplying water per acre and 
vice versa The capital cost per irngated acie of First and 
Second Plan schemes varies from as low as Rs 189 m Uttar 
Pradesh, Rs 193 in Bihar, Rs 263 in the Punjab, to as high as 
Rs 669 m Madras, Rs 731 m Mysore and Rs 836 in Maha- 
rashtra Similarly, m 1960-61, the mamtenance and operation 
costs per acre varied from as low as Rs 2 34 in Madras, Rs, 3 18 
m Kerala, Rs 3 41 in Andhra Pradesh to as high as Rs 7 98 m 
Maharashtra, Rs 12 0 in Mysore and Rs 15 06 in Gujarat. The 
low workmg cost per irrigated acre in Madras and Andhra Pra- 
desh is due to almost cent per cent utilization of irrigation poten- 
tial In Gujarat, Mysore and Maharashtra, the workmg costs are 
considerably higher owing to the low utilisation at present 
Similarly, on the side of benefit also, present rates seem to be 
low Tlie average receipts per irrigated acre as a proportion of 
the value of net additional output due to irrigation were found 
to be low m most of the States Thus, excepting for Maharashtra 
and Mysore, where the corresponding proportion was 17 and 12 
per cent respectively, it was as low as 2 per cent m Andhra 
Pradesh, Bihar, Kerala and Madras, 3 per cent m Onssa, Rajas- 
than and West Bengal, 4 per cent m Madhya Pradesh, 6 per cent 
m the Punjab and 9 per cent in Gujarat 

Net profits of irrigation undertakmgs can be increased by 
mcreasmg water rates or lowermg costs or both The above 
study^® has suggested several steps to improve the financial posi- 
tion of irrigation works Among other things, it has suggested 
a compulsory system of irrigation levy for bringing about fuller 
utilisation of potential created and thereby minimising the cost 
of providing water per acre. In view of the low incidence of 
prevailmg rates, the study has proposed an upward revision m 
the existing rates On the basis of the proposed water rates, 
which have been approximated at 10 per cent of gross value of 
output for various crops in different States, it is seen that the 
estimated loss of Rs 135 crores by the end of the Third Plan, 
could be reduced to Rs 38 crores A further reduction to the 

•iii 

30 Pnce Policy of Irrigation Undertakmgs A Preliminary Study, 
Op at. 
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extent of Rs 15 crores can be effected through measures such as 
increasing the efficiency in water use and water conservation 

Need to Link Water Rates with Other Agricultwai Taxes 

A question is often posed that there are different groups of 
farmers m the country who utilise irrigation facilities differently 
and if these farmers are charged uniform rates, this might lead 
to disparities in the benefits derived fiom irrigation It is sug- 
gested that this anomaly could be removed in two ways firstly, 
by levying water rates on a graduated basis by charging lower 
rates up to a particular size of holding which could cover the 
large stratum of cultivators at the low level, and by a progressive 
increase in rates on higher slabs, and the second alternative is to 
charge a uniform water rate for all the irrigators and tap the 
higher benefits of cultivators with large-sized holdings through 
the agricultural income-tax The latter step would necessitate 
lowering of the present exemption limit for the purposes of agri- 
cultural income-tax It is pomted out that the question of water 
rates is primarily a problem of mobilismg the resources of the 
rural sector and cannot be studied in isolation from the issues of 
land revenue and agncultural income-tax^ 

Betterment Levy 

While the maintenance costs of an irrigation work are ex- 
pected to be taken care of by water charges, a betterment levy 
IS conceived as a measure of recouping the capital invested and 
recovering depreciation charges The two major objectives of 
levymg a betterment charge are stated to be, firstly, appropriating 
a part or the whole of the unearned increment in the value of 
the land due to the construction of a project, and secondly, to 
recoup a part or whole of the capital outlay on an irrigation 
project from the persons benefiting from it, to provide capital 
resources for extending irrigation to new areas The principle 
behmd the betterment levy is that the mtroduction of irrigation 
projects IS generally followed by an increase in the annual and 
capital value of lands coming under the command of a project 
Such increase m the value of land is not the result of the indivi- 

31 National Council of Applied Economic Research Ciitena for Fixa- 
tion of Water Rates and Selection of Irrigation Projects (1959), p 77 
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dual cultivatoi’s ejffort, but is rather a result of public invest- 
ment A considerable unearned increment accrues to owners of 
land within the project area which they would not have enjoyed 
without the facility of irrigation provided at the expenses of the 
State While it is a sound principle to tax the unearned incre- 
ment in land values, such a levy is supposed to fulfil other 
desired objectives, such as the stabilisation of land values, and 
provide additional resources to Government to liquidate at least 
a part of the capital costs of the projects 

The three mam aspects that have to be reckoned with in 
the determination of betterment levy are (a) fixation of the base 
value from which the increase in value may be calculated, 
(b) determination of the mciease m value, and (c) determination 
of the percentage of betterment value that the Government should 
realise from the beneficiary 

On the recommendation of the Planning Commission, legis- 
lation has been passed in several States to intioducc betterment 
levy in the areas benefited by works of improvement In Bom- 
bay, the Irrigation Act of 1879 was amended m 1950 to provide 
for the levy of betterment charge and irrigation cess, the former 
was meant to appropriate part of the increment m the value of 
lands and the latter primarily to meet the working expenses of 
the canal In the Punjab, m 1952, Punjab Betterment Charges 
and Acieage Act was enacted m order to recover betterment 
charges and acreage rates on lands m any irrigation scheme 
which has come into operation since August, 1947 In Madras, 
an Irrigation Act for betterment contribution ,WRS passed in 
1952 The Act provides for levy of betterment contribution on 
lands benefited by any irrigation or reclamation work constructed 
since January 1943. The Lands Special Irrigation Qiarges Act 
m Rajasthan seeks to levy betterment fees and acreage rates as 
well as water cess m respect of all lands included m irrigation 
schemes 

The major difficulty in appraising the betterment levy arises 
from the fact that there is no uniformity m the scales and 
methods of the levy among the different States. In some States 
like Madras, Aadhra Pradesh and Mysore, the increase m the 
value of land is the sole criterion for assessing the betterment 
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levy In other States like the Punjab, Rajasthan and erstwhile 
Pepsu, while determining the rate of levy, factors such as the 
type of irngation, improvement in irrigation and the extent of 
betterment, are also taken into consideration^^ 

The Madras Act provides that the land benefited by the 
construction, expansion or alteration of any work shall be divid- 
ed into suitable classes, and the annual increase in the gross 
produce of each class shall be estimated and valued with refer- 
ence to the average prices prevailmg during the three years imme- 
diately precedmg the completion of the work. Ten times the 
annual mcrease in gross produce shall be deemed to be the in- 
crease in the capital value The betterment levy is calculated 
at half the excess of this increase over the cost of makmg the 
land fit foi advantageous irrigation A similar procedure has 
been provided for in the Andhra Act except that twenty-five 
times the net additional income less the expenses for makmg the 
land fit for advantageous cultivation shall be deemed to be the 
increase m capital value 

In most of the States, maximum limits for betterment levy 
have been specified The general presumption is that the better- 
ment levy should not exceed 50 per cent of the increment m 
value whatever be the basis for computation of such incremental 
value While States like Andhra Pradesh and Madras ami at 
appropriating 50 per cent of the net increased value, on perennial 
lands commanded by the Bhakra Project the betterment levy 
comes nearer to one-fourth of the mcrease in capital value 

One feature of some of the Acts in the States is that as an 
alternative to payment of the levy, provision is made for the 
surrender of a part of the holding Rebates are provided for if 
the whole of the levy is paid m a lump sum If paid m instal- 
ments, which vary generally from twenty to thirty at the maxi- 
mum, an interest rate is charged Only m former Hyderabad, the 
Act did not provide for chargmg interest 

Though legislation to recover a betterment levy has been 
passed m most of the States, in practice, it is seen that action 
taken for implementmg the laws enacted for the puipose has 

32 Report of the Taxation Enquiry Conxmission ^1953-54, Vol III, 
p. 257 
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been half-hearted and has lagged far behind expectation This 
feature is borne out by the actual realisations of the levy as 
against the expectations entertained During the Second Plan, 
the amount realised was only Rs 3 5 crores as agamst the initial 
estimate of Rs 47 crores As regards flood cess, the Govern- 
ments of Andhra Pradesh, Assam, Bihar, Jammu & Kashmir, 
Kerala and Mysore have enacted the necessary legislation, while 
the question is under consideration in Madhya Pradesh, Maha- 
rashtra, Gujarat, Punjab, Orissa, Rajasthan, Ultai Pradesh and 
West Bengal The targets of total receipts from betterment levy 
set out m the Third Plan is Rs 39 crores and in order to achieve 
this target, promotion of necessary legislation in the remaining 
States where legislation is not enacted so far, and enfoi cement of 
legislation where it has already been passed, are considered as 
essential steps The anticipated realisation in the first three years 
of the Third Plan is only Rs 5 76 crores 

The main reason for the lapse in recovering the levy in 
different States is due to the difficulty m assessing the levy as 
per the principle of capital appreciation in the value of land. 
The difficulties arise owing to the conditions obtaining in the 
prevailing irrigation system Firstly, under the present optional 
system of irrigation there is neither a compulsion to the land 
holder to take water nor a permanent commitment on the nart 
of the Government to supply water as desired Secondly, it is not 
prescribed that a particular land shall grow a particular crop 
only And thirdly, with the enactment of the Tenancy laws and 
implementation of other land reforms, the market for land has 
practically ceased to exist making it difficult to ascertain the 
market price for land^^ These conditions have rendered the cal- 
culation of the levy difficult 

The justification for such a levy lies m the need for ratsing 
additional resources to finance extension of irrigation in the 
future In view of the difficulties involved m assessing and re- 
covering the betterment levy, it is suggested that the purpose in 
view will be served by charging a higher consolidated water rate, 

33 The Third Plan Mid-term Appraisal Planning Commission, Gov- 
ernment of India (1963), pp 105-6 

34 Repoit of^e Maharashtra State Irrigation Commission, Op cit> 
P ^4 


1-27 
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instead of levying a separate betterment charge Recently, this 
question was posed before the State Governments as to whether 
they should have the present water rates combined with better- 
ment levy, or a single completely revised settlement or a better- 
ment levy-cum-revised settlement This problem was dealt with 
at length by the Madras State when it received instructions from 
the Planning Commission regarding betterment levy, m October 
1950 A Committee was appointed under the chairmanship of 
Shri C Subramaniam The Committee recommended the intro- 
duction of an element of progression by way of a surcharge ad- 
justed to the ascertained ability to pay, and after proposmg an 
additional surcharge on commercial crops, over and above this 
charge, the Committee suggested the Imkmg of both the standard 
assessment and the water rates, whether on protective or produc- 
tive irngation works, to the price index of paddy in the Madras 
State The Maharashtra State Irrigation Commission m its 
Report to the Maharashtra State in 1962, recommended ‘increas- 
ed productivity’ as the only practical basis for levying such a 
charge, to be levied on all lands irrigated by Government works 
whether new or old The Commission recommended a consoli- 
dated betterment-cum-depreciation charge equivalent to 20 per 
cent of the water rate, the period of recovery being unlimited 
Accordmg to the Commission, a single consolidated irrigation 
charge, including both the water rate and the betterment levy 
may be charged to facilitate the convenience m collection 

CONCLUSION 

In conclusion it may be said that the present losses mcurred 
by the irrigation undertakmgs can be reduced to a considerable 
extent with a fuller utihsation of the irrigation potential created 
and their financial position can be improved by revising upwards 
the existmg irrigation rates wherever they are found to be low 
The losses cm also be further reduced by mmimismg the work- 
ing costs of the undertakmgs. In the final analysis, an irrigation 
imdertakmg should be self-supporting and pay its way without 
burdenmg the general tax-payer. 
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FOREIGN TRADE IN AGRICULTURAL COMMODITIES* 

TRENDS IN EXPORTS AND IMPORTS OF AGRICULTURAL 
COMMODITIES 

Foreign trade in agricultural commodities does not have 
in India the importance it has in some other countries of South- 
east Asia In fact, the exports of agricultural commodities cons- 
titute only 5 per cent of the national income in recent years 
However, agricultural commodities have consideiable importance 
in the composition both of imports and exports of the country 
Table I gives the share of agricultural commodities in the total 
exports of all merchandise by sea and air This table includes 
a separate item representing the agricultural content of some ex- 
ported manufactures (cotton textiles, jute goods, woollen manu- 
factures and leathei goods) Exports of agricultural commodities, 
as a percentage of total exports of all merchandise, has fluctu- 
ated between the range of 38 and 52 during the last decade The 
average percentage during the second half of the decade has been 
distinctly higher than that in the first half It is somewhat re- 
markable that such a trend should have existed in spite of the 
considerable diversification of the national economy which has 
taken place as a result of planned economic development If 
the figures of the agricultural content of some of the exported 
manufactured commodities is included, the percentage share of 
the combined group rises above 60. This is a sure indication of 
the importance of agricultural production m the national economy 

Information regarding the share of agricultural commodities 
in the total imports is given in Table II There is a distinct 
trend showing the decline in the share of agricultural commodi- 
ties in total imports Dunng the last few years,*^ agricultural 
imports have constituted nearly one-third of the total imports, 

* This chapter is largely based on Professor M L Dantwala’s Paper 
entitled “Economic Development and the Role of Agricultural Sector in 
India,” submitted to the TCAFE in 1964 
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Table II 


SHARE OF AGRICULTURAL COMMODITIES IN TOTAL 
IMPORTS 

(Rs in crores) 


Year 


Value of Impoits of 

Share of agri- 
cultural goods 
in total imports 
(2 as % of 4) 

Agricultural Non-agncul- 
goods tural products 

Total mer- 
chandise 

1 

2 

3 

4 

5 

1948-49 

302 2 

3417 

643 9 

46 9 

1949-50 

225 7 

422 3 

648 0 

34 8 

1950-51 

285 2 

338 1 

623 3 

45 8 

1951-52 

521 1 

422 0 

943 1 

55 3 

1952-53 

284 4 

385 5 

669 9 

42 5 

1953-54 

186 9 

385 0 

5719 

32 7 

1954-55 

229 2 

427 0 

656 2 

34 9 

1955-56 

160 3 

518 4 

678 7 

23 6 

1956-57 

168 6 

6718 

8404 

201 

1957-58 

200 7 

786 6 

987 3 

20 3 

1958-59 

277 5 

584 5 

862 0 

32 2 

1959-60 

296 4 

664 4 

960 8 

30 8 

1960-61 

335 6 

734 6 

1,0702 

314 


Note See footnote to Table I 

Sowce Accounts Relating to Foieign Ttade of India, Ministry of 
Commerce and Industries, Government of India, New Delhi Reproduced 
fiom Studies in Indian Agricultuial Economics, Op cit 

indicating the increasing importance of the imports of non- 
agricultural commodities, particularly machinery in India’s 
national economy The analysis of the trends in exports and 
imports of agricultural commodities suggests that India is in a 
stage in which the structure of her production is gradually 
changing but it has not yet reached the stage in which the bene- 
fits of industrialisation manifest themselves through the diversi- 
fication of the export trade 
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Balance of Trade 

If the balance of trade is struck for agricultural commodities 
only, the outcome appears to vary from year to year and there 
IS no distract trend (Table III) The negative balance has been 
as high as Rs 254 2 crores in 1951-52 and the positive balance 
IS as high as Rs 144 9 crores in 1955-56 After two years of a 
small positive balance in 1958-59 and 1959-60. the year 1960-61 
witnessed agam a negative balance of Rs 51 1 crores The fluc- 
tuating position of the trade balance in agricultural commodities 
is undoubtedly related to the harvest conditions in particular 
years 


Table III 

AGRICULTURAL EXPORTS AND IMPORTS 

(Rs m crores) 


Year 

Exports 

Imports 

Balance (Exports - Imp oils) 

1950-51 

248 6 

285 2 

— 36 6 

1951-52 

266 9 

521 1 

—2542 

1952-53 

2410 

2844 

— 43 4 

1953-54 

217 9 

186 9 

+ 310 

1954-55 

3008 

2292 

4-716 

1955-56 

305 2 

160 3 

4-1449 

1956-57 

295 6 

168 6 

4-127 0 

1957-58 

256 9 

2007 

4-56 2 

1958-59 

2792 

277 5 

4- 17 

1959-60 

303 7 

296 4 

4- 73 

1960-61 

284 5 

335 6 

— 51 1 


Domestic Pji^duction and Imports 

Table IV gives information regardmg the domestic produc- 
tion and imports of cereals, production of wheat and domestic 
production of cotton along with its imports and exports from 
1950-51 to 1960-61. 

It will be observed from the table that tHe percentage of 
imports of cereals to domestic production has varied considerably 



DOMESTIC PRODUCTION AND IMPORTS (AND EXPORTS) OF SOME IMPORTANT 
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from year to year It was as high as 10 82 per cent in 1950-51 
and 8 72 per cent during 1951-52 In the years 1953-54 to 1955-56, 
when domestic production achieved a marked increase the per- 
centage of imports was distinctly lower Since 1956-57, however, 
imports of cereals have consistently remained over 3 million 
tons per year During the five years ending 1960-61, the per- 
centage of cereal imports to domestic production has varied 
between 5-8 per cent Though m percentage terms this may 
not appear to be very high, these imports have imposed a large 
burden on the limited foreign exchange resources of the country 
at a time when there was a severe strain on it The annual 
average value of the foodgram imports has been as high as 
Rs 150 crores, during the five years ending 1960-61 It ma>, 
however, be mentioned that the bulk of these imports have been 
under the PL 480 Progrartime on a loan basis with payments 
m Indian currency 

As is well known, wheat constitutes the major component of 
the foodgram imports The percentage of wheat imports to 
domestic production has also varied considerably from year to 
year, but the percentage has remained consistently very high 
during the last five years, varying from 28 10 per cent in 1960-61 
to 42 81 per cent in 1959-60 It is thus obvious that India has 
come to depend on imports for nearly one-third of its consump- 
tion of wheat and this is tending to become almost a bmlt-m 
feature of India’s wheat economy The high level of imports 
corroborates the earlier evidence regarding the slow or negligible 
increase in the production of wheat during the last five years 
There is, therefore, definite evidence that wheat production 
suffers from certain discouragement or lack of incentive The 
relatively low price of wheat may be one such cause of dis- 
couragement 

In regard to cotton, India imports as well as exports this 
commodity, but whereas the imports consist of medium and 
long-staple cotton, the exports are mainly of the short-staple 
vanety The figures in the table which are given in terms of 
number of bales may not, therefore, reflect the relative value of 
exports and imports The percentage of imports to domestic 
production of cotton has been worked out on the basis of net 
figures, (le, imports minus exports) which is perhaps not quite 



FOREIGN TRADE IN AGRICULTURAL COMMODITIES 


449 


appropriate in view of the marked difference in the qualities of 
cotton which is exported and imported Bearmg this limitation 
in mind, the percentage figures of net imports to domestic produc- 
tion once agam show wide variation from year to year Varia- 
tions are primarily due to the vaiiations in domestic production 
The percentage of imports to domestic production was very high 
during 1950-51 and 1951-52 This rate came down in 1954-55 
and in 1955-56 there were no net imports of raw cotton Since 
then, the imports have been at a fairly low level except in the 
year 1959-60 when the percentage rose to 20 65 because of the 
extremely poor domestic production during that year Like the 
imports of foodgrams, imports of cotton also constitute a severe 
burden on India’s limited foreign exchange resources The value 
of the imports during the last five years has varied from Rs 31 
crores to Rs 75 crores 

The analysis of imports for two major categories of agri- 
cultural produce, namely, cereals and cotton, shows that the in- 
crease in domestic production has not been able to keep pace 
with the increased domestic requirements With a better per- 
formance in the production of these two commodities, the 
national economy would have benefited considerably, particu- 
larly in regard to savings in foreign exchange which was badly 
needed for industrial development 

COMPOSITION OF EXPORTS AND IMPORTS 

The percentage shares of important commodities in agri- 
cultural exports and imports are given m Tables V and VI 
Commodity-wise, the most important export commodity is tea 
and in recent years, in some measure coffee The share of tea in 
the total agricultural exports in recent years has varied from 42 5 
to 49 8 per cent The importance of tea in India’s exports has 
increased inasmuch as in the earlier part of the d^d®, its per- 
centage share was consistently below 40 In the case of both 
tea and coffee, it cannot be assumed that a larger production 
would have necessarily resulted m larger exports as the latter 
would depend on the conditions in international markets Next 
in importance is raw cotton whose share in the exports of agn- 
cultural commodities has varied between 4 to 7 7 per cent during 
recent years Unhke tea, the importance of raw cotton exports 



450 


THE INDIAN RURAL PROBLEM 


cn 


»n y-< 
tM 


Vn Y-H 


CM VO 


oo m 
<M 
M- 


00 o ^ 

^ lO *0 


00 OV 00 ON 

O VO M* Tj- 


l> VO Mh <ro 
O CO CM 


CM VN 

y-i VO 


CO VO On M* 

O O M- »0 


00 CM !> 
On On 


ON VN »-, Tt 

oo CM M* 


1-1 VO 

’-H o On 


ON 1-1 
CM <M 


O CM 

ON O 


cn VN 
VN O 


VO VO 


o 

00 


CM 


00 ON 
r- ON 


S' 

> 








O 


)r 





*o 



4) 


T3 

C! 





s 

CO 

<U 

o 

o 

3 


cd 


Tea 

Coffee 

0 

o 

6 

CO 

0) 

a) 

CO 

O 

0 

cd 

O 

H 

cd 

bO 

:> 

Spices 

CO 

£ 

Others 


VN 

t> 


i-( CM tT 

ro VO o 

CM 


00 CM CM oo 

Y-< M* CM cn xn m 


r-tOO»/NVOXOCOC-.fnONON 
Jo CMI>''— 'OM'coM'MttJ* 


O M- ON 00 

VO CM 00 VO m 


rH cn CO 

VO c0> On 


O VO VO VO c^? 

l> oo rH vr> VO 


i> CM O 00 m 
VO O ^ M- VO 


ToUl 1000 1000 1000 lOOO 1000 1000 1000 1000 1000 1000 1000 



FOREIGN TRADE IN AGRICULTURAL COMMODITIES 


451 




452 


THE INDIAN RURAL PROBLEM 


has declined Another commodity which has shared this fate is 
oilseeds Its share in the total agricultural exports which was 
as high as 7 5 per cent dunng 1949-50 and 1950-51, has declined 
to about 1 per cent The relatively very high level of prices of 
oilseeds durmg the decade shows that the production of this 
commodity has not been commensurate even with domestic re- 
quirements, leaving aside its export potential In regard to 
sugar, India was a net importer till the year 1955 Of late, how- 
ever, she has started exports of limited quantities which are 
earning some valuable foreign exchange This has been possible 
because of the marked increase in the production of sugarcane 
and upsurge m international demand 

The commodity composition of agricultural imports also 
reveals dominance of a smgle commodity, viz, foodgrams Its 
percentage share in the total imports during the last three years 
has varied from 43-58 per cent Once agam, raw cotton occu- 
pies the second most important place in the imports of agricul- 
tural commodities. Other important agricultural commodities 
imported into India are dairy products, eggs and honey, frmts 
and vegetables, oilseeds, oil nuts and oil kernels, crude rubber 
and wool The total imports of these commodities were valued 
at Rs 56 41 crores Imports of agricultural machinery and ferti- 
lizers into India durmg 1961 have increased by nearly 100 per 
cent from Rs. 10 38 crores in 1957 to Rs 19 21 crores in 1961 ^ 
This IS indicative of the rising tempo of development programmes 
in agnculture. 


DIRECTION OF FOREIGN TRADE 

A statistical study of the operational dimensions of India’s 
agncultural exports made by the Directorate of Economics and 
Statistics, Mimstry of Food and Agriculture, Government of India,^ 
attempted ,#v*^®9'Sure the changes in the external demand for 
India’s agricultural exports, which included not only agricultural 
raw materials but manufactures with a large agricultural content 

1 Economic Survey of Indian Agnculture 1960-61, Directoiate of Eco- 
nomics and Statistics, Mimstry of Food and Agnculture, Government of 
India (1962), p 68 

2 “Operational Dimensions of India’s Agncultural Exports — ^I,” K S 
Rao, Agncultural Situation in India, Vol XVI, No 10, January 1962, 
p 993 
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like jute goods The share of different countries m the export trade 
in agricultural commodities during 1950-51, 1955-56 and 1958-59 
as revealed by this study is shown m Table VII. 

It will be seen that two-thirds of the exports were ac- 
counted by 14 countnes in 1950-51 By 1955-56, the same per- 
centage was accounted by 11 countries and by 1958-59, by 10 
countries India’s export trade is thus getting confined to fewer 
and fewer countnes This increasing concentration has resulted 
m India’s exports fluctuating with variations in the economic 
activity and policies of these countnes The combmed share of 
the United Kingdom and United States of America was 43-44 
per cent of India’s exports It may be noted that between 1950-51 
and 1955-56, the share of USA has decreased and correspon- 
dingly the share of U K has increased There is of late a reverse 
tendency Both these countries together with Australia ac- 
counted for nearly 50 per cent of India’s exports By 1955-56, 
the third place was taken by Japan and the share of Australia 
has declined by about 30 per cent of its onginal level ^ Exports 
to Japan trebled during the period The share of Common- 
wealth countries other than UK has tended to decline 

In the import trade, the commodities which account for the 
bulk of agricultural imports are rice, wheat, cotton and jute 
The mam source of supply of rice is Burma In 1958, India 
imported 383 thousand tons of rice from Burma out of a total 
import of 390 thousand tons By 1961, the share of Burma in 
the import trade had declined to 42 per cent and the share of 
USA increased to 50 per cent Wheat is imported mainly 
from the USA, Australia and Canada Of the total imports 
of 3 04 million tons m 1961, the USA supplied 208 million 
tons (68 6 per cent) under PL 480 agreement In addition to this, 
another quantity of 4 10 lakh tons of wheat was imported from 
the USA against a wheat-manganese barter deal Imports of 
wheat from Australia and Canada amounted thousand 

tons (12 8 per cent) and 156 thousand tons (5 1 per cent) res- 
pectively 

Average annual imports of raw cotton are estimated at about 
6 to 7 lakh bales. The quantity of raw cotton actually im- 

3 K S Rao, Op cit 
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ported during 1961 was valued at Rs 69 32 crores against 
Rs 30 66 crores in 1958 Thus the level of raw cotton imports 
durmg 1961 was higher than the level of 1958 by more than lOO 
per cent Imports are almost entirely from the USA, Egypt, 
Kenya, Sudan and Tanganyika As regards raw jute, the quantity 
imported mto India durmg 1961 was 4 49 lakh bales valued at 
Rs 718 crores^ It is imported only from Pakistan 

OBSTACLES TO AGRICULTURAL EXPORTS 
Although efforts are being made to diversify production and 
exports, the country continues to depend for the bulk of its 
export earning on a few traditional export commodities Tea 
alone had accounted for more than one-fifth of total export 
receipts durmg the Second Five-Year Plan Tea, jute manufac- 
tures and cotton textiles, when taken together, accounted for 
almost 50 per cent of the total® About two-thirds of India’s 
export trade has been faced with obstaclesi in importing countries 
The imposition of quantitative restrictions, high tariffs, high 
revenue duties. State monopolies, discriminatory preferential 
tariff arrangements, subsidies, etc , by importing countries has 
limited the possibilities open to India for substantially increasmg 
Its foreign exchange earnings Though exports of commodities 
like gums, resins and lac, raw hides and skms, raw cotton and 
waste, raw wool and hair, spices, cashew nuts, etc , are, on the 
whole, not significantly affected by tariff and non-tariff mea- 
sures, some of these products are affected by the use of substi- 
tutes Import substitution of these commodities has the effect, 
at any rate, of limitmg the growth of the market 

Tariff and licensing policies which continue to be in force 
m many industrialised countries provided more favourable import 
treatment for raw materials than for processed goods and are 
a factor m retarding the development of processing industries m 
less-developed countnes like India* Examples products 

4 Economic Survey of Indian Agriculture 1960-61, Op at , pp 66-68 

5 GATT Programme for Expansion of International Trade— Trade of 
Less-Developed Countnes, Special Report of Committee III — ^Development 
Plans Study of the Third Five-Year Plan of India, Contracting Parties 
to the General Agreement on Tanffs and Trade (1962), pp 45-51 

6 Vide Trade in Agricultural Commodities in the United Nations 
Development Decade, Vol I Parts I, 11, III, Food and Agriculture 
Organization of the United Nations (1964), Part I, pp 48-57 



which suffered from this diffeientiation in impoit treatment and 
of export interest to India aie vegetable oils, leather goods and 
footwear, woollen manufactures and rugs and carpets In the 
case of fruit and vegetable products, tobacco, fish and fish pro- 
ducts, many important export markets are subject to restric- 
tions imposed in connection with the implementation of the 
various aims of national agricultural and fisheries policies 
Mtoreover, such commodities as tobacco, for which State trading 
and monopoly procurement exist m a number of countries, are 
handicapped by purchasmg policies which often do not take full 
account of commercial considerations In these circumstances, 
it has been found difiBcult to obtam a share in some of the 
markets in Western Europe Relaxation and removal of these 
barriers would help to expand India’s several industries and 
would lead to the channelling of investment into directions of 
expandmg existing industries or developing new industries with 
a view to securing efficient allocation of lesources and the 
maximum expansion of trade An improvement in the produc- 
tion of some of the key agricultural commodities like cereals, 
cotton and tea would make a substantial contribution in relievmg 
the strain of the adverse balance of trade which the country 
has been experiencing in the process of its economic develop- 
ment 



Chapter XVII 


AGRICULTURAL LABOUR AND RURAL EMPLOYMENT 

In this chapter it is proposed to discuss problems of rural 
employment in the overall framework of the suipliis population 
m agriculture It is convenient to divide the subject into four 
parts In the first section, the question how the surplus popula- 
tion emerged in the agricultural sector is discussed, with some 
reference to the historical experience of European countries The 
problem of agricultural labourers is taken up for discussion m 
the second section The various measures devised in the Five- 
Year Plans to lelieve rural unemployment and under-employ- 
ment are reviewed in section three In the last section the 
concept of the surplus laboui constituting savings potential has 
been briefly analysed 

SURPLUS POPULATION 
Concept and Emergence 

The problem of surplus population on the land and the 
consequential increase in rural unemployment and under- 
employment in India has been stressed by several competent 
authorities smce the report of the Famine Commission of 1880 
The problem has been accentuated by the fastei rate at which 
the population has been growing m recent decades In an 
earlier chapter, reference has been made to the increasing pres- 
sure of population on land smce 1921 ^ During the course of 
the 50 years, from 1901 to 1951, the total working force in- 
creased by about 25 million from 117 to 142 million The 
working force in agriculture mcreased by an almost identical 
size from 73 to 98 million, while the v/orking foi^Jm non- 
agricultural occupations stood at about the same figure as at the 
beginning of the century This means that the increase in the 
non-agricultural emplo 3 nnent m urban areas has been off-set m 

1 See Chapter H on Population 
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almost equal degree by the decrease in such employment in 
rural areas Thus the general trend until very recently appears 
to have been in the direction of mcreasmg dependence on agri- 
culture Disintegration of the traditional economic basis of rural 
life resulted m the disappearance of certain traditional non- 
agncultural occupations This fact as also the decline of the 
mdigenous industries consequent on technological development 
m certain industries, also drove the people back to the land 
This pressure of population both from within and without agri- 
culture, resulted ultimately in an increasing dependence on 
agriculture In the absence of any alternative means of liveli- 
hood people were forced to eke out a living, however meagre 
It might be, from agriculture That is how agriculture came 
to shelter a large surplus of labour A number of estimates have 
been made regardmg the size of the surplus labour in agriculture, 
but the definition and the methodology adopted vary a great 
deal On the whole, theie appears to be an agreement on the 
broad conclusion that, under existing conditions, if cultivating units 
were to approach the size of “a family holding'' offering full 
time employment to an average family, agricultural production 
could be maintained with about 65 to 75 per cent of the number 
of workers now engaged in it That is to say, on certain as- 
sumptions, about one-fourth to one-third of the existing labour 
force in agriculture might be regarded as surplus to its require- 
ments. The point' m making this statement is merely to indi- 
cate the enormous size of the surplus labour now sheltered by 
agriculture and not so much to offer any precise estimate of the 
surplus 

European Experience 

The problem of surplus population in agriculture is not 
peculiar to the Indian situation, m fact the problem arose at 
certain s^ia^s m the economic history of most European coun- 
tries Durmg the nineteenth century, population in Europe grew 
rapidly and, apart from large scale emigration, means had to 
be found for absorbmg the surplus labour in productive occupa- 
tions The problem was sought to be solved along four mam 
hues- (1) by raising the level of production fr^m land through 
intensive cultivation, (2) assistmg large scale mdustrialisation 
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With a view to absorbing the rural surplus, (3) land reclama- 
tion and redistribution of large estates, and (4) othei measures 
such as consolidation of holdings, spread of the co-operative 
movement, and encouragement to rural industries Considerable 
information on this subject is available in the series of mono- 
graphs prepared for the Eiiropean Conference on Rural Life (1939) 
and published by the League of the Nations Although India 
could, to some extent, draw upon this experience it must be 
emphasised that in several respects the conditions in India at 
the present stage are different from those which then prevailed 
m Europe Firstly, there are very few large estates which could 
be distributed among the smaller farmers Secondly, the scope 
for land reclamation and bringing in of fiesh areas under 
cultivation is seiiously limited. Thirdly, the problem is rendeied 
more complex because of the rigidity of the social customs, 
on the one hand, and the rising expectations, on the other, as- 
sociated with the spread of democratic ideas One broad con- 
clusion which could be drawn, however, is that efforts to m- 
ciease agricultural productivity and to raise ruial incomes must 
be synchronized with the wider programmes for increasing the 
tempo of development in the rest of the economy 

Changes in Occupational Stiucture 

Before the advent of the industrial revolution, most coun- 
tries had an occupational structure similar to that in India at 
the present tune For instance, agriculture and allied activities 
claimed 46 per cent of the working population in Great Britain 
m 1811, 63 per cent m France (1827), 42 per cent in Germany 
(1882), 85 per cent in Japan (1872), 81 per cent m Russia (1926) 
The relevant data are reproduced in the Table I 

These data clearly bring out the fact that the process of 
industrial development altered their occupational paxtSIi substan- 
tially By the turn of the nineteenth century, m Great Britain, 
France and Germany the bulk of the labour force was shifted 
to the non-agricultuial sector Over a period of 40 years of 
rapid economic growth, the percentage of working force m 
agriculture deduped by 23 points m Japan A similar decline 
also occurred in Russia dunng mter-war years 
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Table I 

PERCENTAGE OF WORKING POPULATION IN DIFFERENT 
INDUSTRIES 


Great Britain Fiance Germany Japan USSR 
1811 1901 1827 1901 1882 1907 1872 1912 1926 1939 


1 Agriculture, 
Forestiy, 
Fisheiies 


etc 46*^ 

2 Mimng, 

9 

63 

33 

42 

29 

85 

62 

81 

58 

Manutac- 
tunng and 
Build- 
ing N A 

47 

NA 

42 

39 

45 

5 

18 

6 

17 

3 Trade and 










Servi- 
ces N A 

44 

N A 

25 

19 

26 

10 

20 

13 

25 


Source Colm Clark Conditions of Economic Piogiess (1951), Second 
Edition, Chapter IX 

* Includes ‘mining’ By 1811, industrial revolution in Gieat Britain had 
already got under way, but there is evidence to believe that the prop or- 
tion of labour force in the primary sector in 1688 was not veiy different 
{Vide Coim Clark Ibid, p 407) 

N A =Not available 

In other words, m more developed economies only a small 
proportion of the laboui force is engaged in agriculture, and 
yet It is able to supply a significant proportion of the food and 
raw materials required It is no doubt true that some of these 
countries have been able to sustain this type of occupational 
pattern by availing themselves of the advantages of interna- 
tional trade which makes it possible for them to obtain the 
food and raw materials by sellmg abroad the products of their 
mdustiies It should be noted, however, that a country like the 
United States with hardly 12 per cent of its labour force devoted 
to agric ulture , is able to produce food sufficient not only for its 
domestic'*requiiements but also to provide a large quantity for 
export The point that needs to be driven home is that if a 
country has to use about 70 per cent of its total population for 
producing the bare essentials of existence, it cannot secure, by 
utilising the balance of its labour force, the variety of goods 
and services necessary for a high standard of Jiving What is 
necessary, therefore, is to secure a larger output from agriculture 
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With a relatively smaller proportion of the population working 
on the land Obviously, this requires a larger availability of 
capital, improvement in tools and implements and also techno- 
logical improvement involving the adoption of new methods of 
farmmg and land management 

Changes in the occupational structure necessarily take a long 
time to manifest themselves Naturally, therefore, it will take 
several decades for the occupational pattern in India to become 
more balanced The present occupational distribution of the 
labour force can be seen from the data presented m Table II 


Table II 

CLASSIFICATION OF WORKERS, 1962 — ALL-INDIA 


Classes of workers 

Total workers 
(in millions) 

Percentage 
to total 

(1) 

(2) 

(3) 

Cultivators 

99 5 

52 8 

Agricultural Labourers 

315 

16 7 

Livestock, Forestry, Fishing, Hunting and 
Plantations, Orchards and Allied Activities 

43 

23 

Total Agricultural Classes 

135 3 

71 8 

Mining and Quarrying 

09 

05 

Household industry 

12 0 

64 

Manufacturing othei than Household In- 
dustry 

80 

42 

Construction 

21 

1 1 

Trade and Commerce 

76 

40 

Transport, Storage and Communications 

30 

16 

In Other Services 


10 4 

Total Woikers 

188 4 

100 0 


Source Census of India, Papei No 1 of 1962, 1961 Census — Final 
Population Totals, Government of India (1962) 


It IS quite ckar that over 70 per cent of the labour force con- 
tinues to be employed m agriculture despite a decade of plas iied 
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industnal development. Smce a very high proportion of the 
population IS dependent on agriculture, it is not easy to expand 
the non-agricultural sector fast enough to cope up with the in- 
creases in population and also to reduce existing surplus labour 
in agnculture Some idea of the dimensions of the efforts need- 
ed to reduce the pioportion of labour engaged in agriculture 
could be had from the following one or two examples The 
distribution of laboui force between the agricultural sector and 
the non-agricultural sector at present is 70 30 The rate of 
mcrease in the labour force may be assumed to be about 1 5 
per cent per annum If the aim is to prevent any mcrease m 
the absolute numbers subsisting on agriculture, non-agncultural 
employment would have to expand at the rate of about 5 per cent 
per annum (1 5 x 100/30) Obviously this is a very fast rate and 
perhaps may not be achieved at least in the short run Thus 
It IS not unlikely that a large proportion of the new entiants 
to the labour force may have to be accommodated m agncul- 
ture itself 

To brmg out the long-term implications, another example 
may be given According to the population projections the total 
population m 1976 is expected to be 625 million Assuming 
that the aim is to have a more balanced industrial distribution 
of the working force m India (with 60 per cent of the workers 
engaged in the agricultural sector, about 20 per cent working 
m industries and mining and some 20 per cent m the tertiary 
sector) and that the proportion of the working force to the total 
population in 1976 will remain the same as in 1961 (043), 
workers m agriculture will number 161 25 million and those in 
the other two sectors 53 75 million each That would reqmre 
the creation of nearly 50 million additional jobs m the non- 
agncultural sector over the next 15 years or nearly 3 3 million 
per year Within the non-agricultural sector, employment m in- 
dustries aia4*»^^immg would need to expand at a much faster rate 
(nearly 2 2 million jobs per year) than that in the tertiary sector 
(nearly 1 4 million jobs per year) 

The magnitude of the task involved in bringing about the 
more balanced employment pattern visualized above becomes 
clear when it is recalled that durmg the entee Second Plan 
period, it was possible to create about 6 5 million employment 
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Opportunities outside agnculture and the Third Plan target for 
such employment opportunities is placed at 10 5 miiiion or 
fractionally higher than 2 million per year These calculations 
are meant to be only illustrative but they do bring out quite 
clearly how large the expansion of employment opportunities in 
sectors other than agriculture has to be m older that the surplus 
manpower on the land is siphoned off 

AGRICULTURAL LABOUR 

One direct result of this relentless pressure of population 
on land was the emergence m the rural society of a section of 
population which came to be dependent entirely on wage-paid 
labour as a means of livelihood 

Historical Backgioimd 

Theie was no distinct class of agricultural labour, before 
the 19th century as the tiaditional agrarian society was founded 
on an mtegrated unity of agriculture and handicrafts The ex- 
change operations of the agricultural producers and the consu- 
mers m the rural areas who constituted all the non-agricuitural 
class occupied in industrial pursuits were legulated by certain 
conventions ^ Sir George Campbell referred to the fact that “as 
a rule, farming is not earned on by hired laboui Romesh 
Chandra Dutt observed that “m 1842 Sir Thomas Munroe as 
Census Commissioner reported that theie were no landless pea- 
sants in India” (an undoubtedly incoriect picture but indicating 
that the numbers were not considered to require statistical mea- 
surement) ^ The absence of a large class of agricultural laboui ers 
up to the end of 19th century is also revealed by certain regional 
studies of India The Punjab Census of 1868 noticed that agri- 
cultural labourers and all herdsmen numbered only 231,500 or 
less than 3 per cent of a total agncultuial population of about 

2 Unfortunately, theie is no precise information extent of 

agricultural labour hired for the purposes of farming In the present 
economy, the class of agricultural laboureis derived its mam livelihood 
from wages, either m kind or cash working on the lands of others From 
a study of the economic conditions in pre-British India, it can be safely 
concluded that agricultural labourers did not constitute an element of 
the agrarian society 

3 Sir George CJampbell Modern India (1852), p 65 

4 R C Dutt India Today (1947), p 198 
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9,256,000 The study of Faridpur district of East Bengal under- 
taken by J C Jack in the first decade of the 20th century also 
confirmed the same fact He observed that ‘ht is probable that 
among all those cultivators there were none who were exclusively 
agricultural labourers, that is to say, labourers in the English 
sense of the term The landless labourer so common in England 
is unknown m Faridpur and very rare anywhere in Eastern 
Punjab ” ® Similarly, “the existence of a large landless proletariat 
with no security of tenure as tenants or as farm labourers on 
others’ land was not a big problem in the past in South India 
The report of the Census for Madras showed that m 1871, 13 
per cent of the male population was enumerated as labourers 
and probably more than three-fourth of these found employ- 
ment m connection with land^ There is no reference m any of 
the authoritative writmgs on Indian village communities up to 
the middle of 19lh century to agricultural labour as constituting 
the sole occupation for any sizable group of the population 
From these early accounts, it is clear that the problem of agricul- 
tural labour was a phenomenon of the period of the British 
rule in India. 

With an increase of population, the growing pressure on the 
available cultivable land resources combined with the growing 
indebtedness of the agricultural classes due to the facility of 
transfers in land provided by the agrarian reforms, the emergence 
of a class of landless labourers was clearly noticed Tliere was a 
speedy growth in this “floating” population from 18 7 million in 
1891 to 33 million in 1931 Between 1911 and 1931, the number 
of labourers per one thousand cultivators rose from 247 to 519 
in the country^® In any case, the change in ratio is somewhat 

5 Census of Punjab, 1868, Table No 4 

6 J C Jack The Economic Life of the Bengal Districts (1916), p 84 

7 P J ThoiB as and K C Ramaknshnan Some South Indian Villages 
—A ResiirfSrcl940), p 347 

8 Census of Madras, 1871, p 117 

9 Vide Radhakumud Mukerji Local Government m Ancient India 
also the History of Village Communities in Western India, Bombay Uni- 
versity Economic Senes No 4, and Di John Mathai Village Communities 
in India 

10 The Census reports for 1911 and 1931 give the jjroportion as 254 
and 407 respectively The disparity might be due to an enor in calcu- 
lation 
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remarkable, even when adopting the lowest latio which can be 
compared with that of 1911 Possibly the explanation is that a 
large increase has taken place in the agiicultural population with- 
out a coirfispondmg increase in actual holders of land whether as 
tenants or owners though it is likely that a concentration of land 
in the hands of non-cultivating owners was also taking place 
The proportion was even higher as it varied with the size of the 
displaced population from the traditional occupations Between 
1941 and 1951, the proportion varied from 519 to 225 

The broad conclusion is, therefore, quite clear Even as late 
as the closing decades of the 19th century when this class of agri- 
cultural labourers had just started to grow, it formed hardly 10 
per cent of the total rural population In the 50 years that followed 
the process of its growth was accentuated so rapidly that by 1951 
agricultural labourers formed more than 30 per cent of the total 
lural population The process of transformation of the rural class 
structure implicit in this situation can be visualized somewhat as 
follows the peasant proprietO'r with a sizable holding has been 
shrinking to the position of a petty cultivator owning a small 
holding His holding is gradually declining further, bringing him 
down the ladder as a tenant, a share-cropper, an agricultural 
labourer with a small fragment of land and finally, the landless 
labourer 

Agncultwal Labour Enquiry and 1956-57 

On account of the seriousness of the problem aiising out of a 
striking increase in the agricultural labour population, the eco- 
nomic conditions of this section of the population came in for a 
specific enquiry by the Government The Agricultural Labour 
Enquiry conducted during the year 1950-51 enumerated nearly 
17 6 million families out of a total number of 58^ million rural 
families as agricultural labourers Thus, about 30 ^cr cent of 
all rural families were agricultural labourers, while half of these 
were without land, the othei half were m possession of some 

11 Census of India, 1931, Vol I, Pait 1 — Report, p 288 

12 For a bne^ summary of results of the first enquiiy see Agricul- 
tural Laboui — How They Work and Live, B Ramamuilhy, Government 
of India (1954) 
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land Again, 90 per cent of agricultural labourers were casual 
and 10 per cent attached 

The size of the problem of agricultural labour varies from 
region to region, depending upon such factors as pressure of 
population, availability of land for cultivation, differences in the 
extent of irrigation and double cropping, fertility of land, crop- 
ping patterns and opportunities available for seasonal migration 
The broad features of the distribution of agricultural labour are 
discernible from the results of the enquiry The proportion of 
the agiicultural labour was highest in South India being 50 pei 
cent and lowest in North-West India, being 10 per cent of the 
total number of rural families However the percentage was 
quite low in the North being 14 and relatively high in Eastern 
and Central Zones, with 33 and 37 lespectively Of the total 
number of 17 6 million labour families, the largest number i e , 
6 2 million was located m the Southern Zone of which 5 million 
were in the State of Madras alone East India ranked next with 
5 million families of which 50 per cent were concentrated in 
Bihar In the Central Zone there weie nearly 3 million families 
and in the North and West India between one and two million 
These figures are indicative of not only the magnitude of the 
problem in the different regions but also the factors which have 
intensified the problem in certain areas 

The Second Agricultural Labour Enquiry'^’^ was conducted in 
1956-57 with a view to obtaining a comparative picture of the 
conditions of agricultural labourers in the country as between 
1950-51 and 1956-57 It was hoped that such an investigation 
would bring out the impact of the First Five-Year Plan on the 
economic conditions of agricultural labour Because of the 
improvements introduced in the concepts, definitions and mea- 
surements, however, the results of the two enquiries are not 
strictly CQn j£ gy;able Hence, we give below only the important 
results of the second enquiry Out of 66 million rural families 
in 1956-57, the number of agricultural labour families was esti- 
mated at 16 3 million Fifty-seven per cent of agricultural labour 
families were without any land About 73 per cent of agncul- 

13 Report on the Second Agricultuial Labour Enqiiii^, 1956-57, Vol I 
— All-India, Government of India (1960) 
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tural labourers were casual and 27 per cent were attached The 
regional distnbulion of agricultural labour famihes reveals that 
the percentage of agricultural labour was the lowest in North 
India, being 7 5 per cent and highest in South India, being about 
34 per cent of the total number of rural families Of the total 
number of 16 3 million agricultural labour families, 5 2 million 
were located in Eastern Zone of which one-half were in Bihar. 
The Southern Zone ranked next with 4 5 million labour famihes 
of which 2 1 million were in Madras. Out of 3 3 milhon labour 
families in the Central Zone, 2 million were concentrated in 
Uttar Pradesh The Northern and Western Zones accounted for 
0 5 million and 2 8 million respectively 

The quantum of average agricultural employment available 
to casual adult male agricultural labourers dunng 1956-57 was 
197 days Attached workers had naturally more employment 
with some continuity They were employed for 281 days Both 
the categories had, in addition, some non-agncultuial employ- 
ment, the former for 40 days and the latter for 16 days Wage 
employment for adult woman labourers was available for 141 
days Women were mostly engaged in casual jobs Child 
labour has also been utilised in certain regions when seasonal 
conditions create a pressure on the supply of labour available 
On an average, child labour was employed for 187 days in a 
year The share of casual child labour in the total casual wage 
employment in agricultural operations came to 5 - 8 per cent 

The average daily wage of the adult male casual labourer 
m agriculture was Re 0 96 and that of female labourei wuvS 
Re 0 59 It may be noted that about 81 per cent of the total 
income of agricultural labour families was derived from paid 
employment As regards modes of wage payment, about 49 per 
cent of man-days worked by casual woikers were ^aid in cash, 
40 per cent m kind and the remainder partly m c^sh and partly 
in kind The average annual income of an agricuimral labour 
family, calculated on the basis of wholesale prices, was Rs 437 
The main source of family income in agriculture was wage-paid 
employment which accounted for 73 per cent of the total annual 
income, while income from cultivation of land, from non-agricul- 
tural labour and from other occupations accounted for 6 9 per 
cent, 8 0 per cent and 121 per cent respectively The average 



468 


THE INDIAN RURAL PROBLEM 


annual consumption expenditure of an agricultural labour family 
was Rs 617 It was considerably higher than the income, the 
deficit being Rs 180 This situation existed in all the States 
Of this deficit, 90 per cent was met out of the sale of real assets, 
transfer receipts and past savings The distribution of consump- 
tion expenditure reveals that 77 3 per cent were spent on food, 
6 per cent on clothing and footwear, 7 9 per cent on fuel and 
lighting and 8 8 per cent on services and miscellaneous items 
About 64 per cent of agricultural labour families were indebted, 
the average debt per family per annum being Rs 88 The total 
volume of debt of all agricultural labour households was Rs 143 
crores The percentage of debt incurred for consumption pur- 
poses was 46 4 while the percentage of borrowings for 
production and social expenditure was 18 8 and 23 9 respectively 
Of the average debt of Rs 138 per indebted family, 45 6 per cent 
was advanced by co-operative societies and others, 34 1 pei cent 
by moneylenders 15 2 per cent by employers and 5 1 per cent 
by shopkeepers 

Conclusion 

What these two enquiries did bring out unmistakably is the 
enoimous size of the problem Agricultural labour constitutes 
the lowest rung of the agricultural ladder, there is widespread 
unemployment and under-employment, the standard of living of 
this class is the lowest in the country This most disadvantaged 
section of the rural society is, therefore, in need of protection 
and assistance. It is feared that the process of general economic 
development may by-pass this section For instance, even though 
with the development of agriculture and irrigation there has been 
an increase m production and in the availability of total volume 
of work, this has to be shared by very large numbers The sec- 
tion of the rural population which is landless or which has only 
small fragtuchts of land has benefited much less than the others; 
m some areas their conditions may have actually worsened It 
has, therefore, been realised that the programmes for the deve- 
lopment of the rural economy which are undertaken in the inte- 
rest of the rural population, as a whole, must be supplemented 
m several directions by special measures for assisting agricul- 
tural labourers Some of these measures may be mentioned at 
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this stage Attempts to apply the Minimum Wages Act, 1948 
to the agricultural sector were made m some States during the 
period of the First Plan Experience has, however, shown that 
the levels of agricultural wages are bound up to a considerable 
extent with the levels of agricultural productivity, nor would 
It be feasible to enfoice higher wages in a situation of abun- 
dant supply of labour In reality, therefore, the application 
of mimmum wages might be useful only m excessively low wage 
pockets An mvestment of about Rs 20Q crores provided for the 
development of village and small industries in the Second Plan 
was meant primarily to benefit the weaker sections of the rural 
population like agricultural labourers and artisans Further, 
lands obtained through the application of ceilings and those 
donated in Bkoodan and Gramdan programmes were also in- 
tended to be utilised for the settlement of agricultural labourers 
Of the total area of 4 4 million acres donated as Bhoodan, 
about 8 3 lakh acres have been distributed so far A number of 
State Governments also took steps to provide house sites flee or 
on a subsidised basis to landless agricultural labourers and pro- 
tected them from forced ejectment 

From the experience of a decade of planned development, 
it IS clear that while special schemes in the interest of agricul- 
tural labourers are useful up to* a point, they can only touch the 
fringe of the problem In the ultimate analysis the problem of 
agricultural labourers is a part of the wider problem of un- 
employment and under-employment in the rural areas Ulti- 
mately, therefore, the landless sections of the population can be 
substantially rehabilitated only by achieving rapid and intensive 
development in rural areas as part of the broader process of 
economic development for the country as a whole The more 
general efforts at enlarging the number of employment opportu- 
nities in rural areas are referred to in the nextr's^^tion We 
may end this section by making reference to the most significant 
development in the Third Plan, namely, the launching upon of 
works projects in rural areas, these programmes which are speci- 
ally designed to benefit largely agricultuial labourers are dis- 
cussed in detail^ in the last section Under this progiamme it is 
hoped to provide additional wage employment m rural areas for 
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100 days in the year, specially during the slack season, to about 
2 5 million persons by the last year of the Plan 

EMPLOYMENT AND DEVELOPMENT PLANNING 
Appfoach to the Problem 

The existence of vast reserves of unutilised or under-uhliscd 
manpower has a direct relevance to the broad strategy of deve- 
lopment planning There is in the first place the need to make 
the maximum use of idle labour for the purpose of development 
Heie It IS a question not so much of providing employment at 
existing or higher wages but rather one of effectively mobilising 
the available manpower resources at minimum social costs 
Secondly, there is the problem of increasing the productivity of 
labour so that employment can be provided at rising levels of 
wages or incomes 

This aspect of the problem was recognised in the First Plan 
which emphasised that the two problems m fact are inter-depen- 
dent Utilisation of idle manpower for building up of productive 
assets without impairmg the stability of economy requires, as a 
pre-condition, an increase m the productivity of labour and 
availability of larger supphes of essential consumer goods like 
foodgrams on which the bulk of the increase in money incomes 
is likely to be spent The Plan also took the view that unemploy- 
ment was not merely an economic problem but also a social 
problem mvolvmg human values It was therefore suggested that 
the followmg criteria should be taken into account in framing 
the employment policy for development (a) maximum use of 
unemployed manpower for development purposes, (b) a restraint, 
m the imtial stages, on the mcrease m money incomes, (c) raising 
the level of investment and technical efficiency so as to improve 
labour productivity, (d) guarding against technological unem- 
ployment ji£i the early stages of industrialisation, and (e) balanc- 
ing the allocation of investment among new activities, keeping in 
view the need to increase employment opportunities in the short 
run as well as the larger pattern of development necessary for an 
expanding economy 

In accordance with these criteria the Plan^emphasised the 
development of small-scale and village mdustnes with a view to 
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absorbing a large proportion of the increase in working popula- 
tion It was also envisaged that within the sphere of agriculture 
itself, programmes of irrigation, land reclamation, afforestation, 
soil conservation, extension of mixed farming and the like would 
provide increased employment oi reduce under-employment Over 
a long period the expansion of tertiary sector was expected to 
absorb a considerable part of the additions to the working force 
To quote “In the immediate future attention has to be con- 
centrated primarily on diverting the increases m working popula- 
tion to large and small-scale industries and the supporting services 
rather than on changing in any drastic way the overall occupa- 
tional pattern The change iii occupational pattern will, no 
doubt, follow — perhaps faster than can be foieseen now ■ — but 
this IS not an end in itself and should be regarded more as a 
corollary of development rather than as a direct objective ” 

This basic approach v^as also followed in the Second Plan 
which, however, adopted a somewhat more positive attitude to- 
wards changes in the occupational structure We can do no better 
than quote the relevant portion from the Plan “The objective of 
policy from the long-term point of view should clearly be to keep 
to the mimmum further increases m the working force in agricul- 
ture In fact, after a period, there should be a fall even in absolute 
numbers on the land It was however fully realised that 
even with the best of efforts some increases in the working 
force in agriculture would be mevitable, at least for some years 
to come The utmost that one could therefore aim would be 
to reduce the proportion of the agricultural labour force to the 
total, to about 60 per cent by 1975-76 

Employment Position in the Second Plan 

The pi ogress of the various programmes of development in 
the fields of agriculture and rural industries during the first two 
Plans has been reviewed elsewheie The extent to which these 
programmes have created additional employment opportunities 
cannot be measured with any degree of precision According to 
the estimates of the Planning Commission, at the beginning of 

14 Report on The First Five-Year Plan (1952), pp 25-26 

15 Report on the Second Five-Year Plan (1956), p 14 
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the Second Plan there was a back-log of unemployment of 2 5 
million persons in uiban areas and 2 8 million persons in rural 
areas The Second Plan envisaged an addition of 10 million to 
the labour force — about 3 8 million in urban areas and 6 2 
million in rural aieas The piogrammes of development in the 
Second Plan were expected to provide employment outside the 
agricultural sector to 8 million persons , with the increase in 
agricultural production it was expected that there would be some 
reduction in unemployment in the agricultural sectoi itself Al- 
together the Plan envisaged a sufficient increase in the demand 
for labour to match the increase in the labour force amounting 
to 10 million The actual outcome however was less than these 
initial expectations Additional employment opportunities outside 
the agricultural sector generated during the Second Plan may be 
of the order of 6 5 million Thus the “back-log” of unemploy- 
ment increased over the period of the Plan It should be pointed 
out however that one could not identify and locate this “back- 
log” It would be misleading to infer that a ceitain proportion 
of the rural labour force remained totally unemployed and that 
the number of such persons is on the increase In an under- 
developed economy it is not easy to measure precisely unemploy- 
ment or under-employment There is a tendency, specially 
among the self-employed, to share work between members of 
the family or the group Thus, in such a situation unemployment 
takes the form of under-employment which m turn is reflected m 
the very low levels of incomes In other words, the available 
quantum of total work gets distributed among a larger labour 
force, to the detriment both of those who are employed at pre- 
sent as well as the new entrants to the labour force The concept 
of the “back-log” therefore in effect means that the rate of growth 
of per capita incomes in agriculture is kept down by the pressure 
of the surplus population which could not be absorbed any- 
where else. ^ 

The Third Plan 

The experience of the two Plans in the mattei of providing 
employment opportunities in and outside agriculture shows that 
despite a significant increase m the level of irr/estment m the 
economy and a rise m industrial and agricultural production, the 
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problem of iinemployment has hardly become less acute The 
task in the Third Plan is, therefore, not an easy one At the 
present rate of increase, there would be an addition of some 17 
million to the working force during the Third Plan period This 
IS apart from the “back-log” of unemployment at the end of the 
Second Plan which is reckoned at 9 million This estimate takes 
into account unemployment at the begmning of the Second Plan 
(5 3 million), the larger mcrease in labour force than visualized 
earlier (1 7 million) and the shortfall in the employment target 
origmally adopted (2 million) During the Third Plan, the addi- 
tional employment that would be created is estimated to be of 
the order of 10 5 million in the non-agncultural sector and 3 5 
million in the agricultural sector Thus, when employment oppor« 
tunities are created for about 14 million persons, leaving aside 
the back-log of unemployment of 9 million, even for providing 
work for the new entrants to the labour force there remains the 
need to find additional jobs for 3 million persons Some of the 
new entrants have, therefore, to be accommodated in agriculture 
Itself 

Intensive Agriculture 

It is difficult to estimate the employment potential of the vast 
range of projects and programmes which form part of a plan of 
development spreading over a five-year period A broad idea of 
the employment implications of some programmes relating to 
rural areas may, however, be outlined One may begin with agri- 
culture itself The Third Plan aims to mcrease agricultural pro- 
duction by about 26 per cent This will mvolve adoption of im- 
proved techniques, use of better seeds, greater use of fertilizers, 
measures for soil conservation and above all extension of irriga- 
tion All these will mean an additional quantum of work on the 
land, contour-bunding, digging of field channels and the like will 
provide temporary employment in construction, whereas improve- 
ment in techniques of ploughing, adoption of the Japanese method 
of paddy cultivation and, in general, intensive farming would in- 
volve a continumg or permanent increase in the quantum of work. 
No doubt, a part of this increase m demand for labour comple- 
mentary to the vanous mputs in agnculture may mean a reduction 
in under-employment of the existing labour force, but a part of 
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the demand may also mean creation of additional employment 
opportunities for the new entrants How exactly the total demand 
will be apportioned between the two would depend upon a number 
of factors such as the size of holdings, the extent of hired labour 
in farming and other organisational changes The point to be 
noted IS that measures for increasing agncultural production 
would mean, to some extent, provision of additional employment 
and also increasing productivity and incomes per head 

Village and Small Industries 

Development of agriculture, however, can provide an admit- 
tedly limited scope for larger employment In the long run, the 
solution to rural unemployment and under-employment has to be 
found m the diversification of the rural economy, improvement 
in the production techniques of existing rural industries, and en- 
couragement of new village and small-scale mdustnes The objec- 
tives of the programmes for village and small-scale industries were 
clearly set out in the Industrial Policy Resolution, 1956, these 
are to (i) create immediate and permanent employment on a large 
scale at relatively smaller capital costs (ii) meet a substantial part 
of the increased demand for consumer goods, (m) facilitate fuller 
mobilisation of local resources of capital and skill, and (iv) inte- 
grate these industries with the rural economy on the one hand and 
large scale industry on the other These objectives mdicate that 
the role of these industries has been envisaged more as comple- 
mentary to rather than competitive with the large scale mdustnes 
sector However, the question of the choice of techniques, namely, 
whether a more labour-intensive or capital-intensive technique 
should be chosen, does arise in a limited number of cases It is 
very difficult to lay down a general rule for arriving at a correct 
choice All that one can say is that a balanced view of the con- 
flictmg con^derations of larger employment and greater efficiency 
has to be taken 

Improvement in the production techniques and organisation 
of the existing rural industries is, therefore an important plank 
of the programme The establishment during the First Plan of 
All-India Boards to advise and assist develo];:^ent programmes 
for the Handloom Industry, Khadi and Village Industries, Small- 
scale Industnes, Handicrafts, Sericulture and Coir, was a major 
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Step towards providing a regular organisational base. Assistance 
in a variety of ways like credit, training facilities, technical advice, 
supply of improved tools and equipment and marketing is being 
provided In the Third Plan an outlay of Rs 264 crores has been 
provided for programmes of these industries as compared to 
Rs 180 crores m the Second These industnes are expected to 
provide part-time employment or fuller employment for about 6 
million and whole time employment for about 9 lakh persons. 
Ultimately, with improvements in techmques these industries offer 
a promise of growing into an efficient and progressive decentralised 
sector of the economy 

Industrial Estates 

There seems to be considerable scope for the expansion of 
the small-scale industries in fields where the question of the choice 
of techmques does not really present itself In order to make the 
small industries viable, however, some assistance by the State be- 
comes necessary, in the initial stages at least Industrial estates 
which provide accommodation, power, transport arrangements for 
the smooth flow of raw materials and similar other facilities have 
proved to be quite helpful for the promotion of small industries 
During the Second Plan penod, 119 schemes for industrial estates 
were sanctioned of which about 66 were completed and remaining 
53 were carried over to the Third Plan In the Third Plan itself, 
it IS envisaged that 300 new industrial estates would be set up 
One advantage of the industrial estates is that if they are located 
away from the larger urban centres, they would help to discourage 
the migration of population to such centres which are already 
congested and overcrowded The scope for expandmg such in- 
dustrial estates to rural areas, however, has also its limitation 
One of the primary requisites for the success of the industrial 
estates is availabihty of adequate power No dotibt, the rural 
electrification schemes, as and when they materialise, will be of 
help in this context But the cost of such schemes is so prohibi- 
tive as to prevent any rapid advancement in the direction of the 
electrification of all the villages The average cost of providing 
distribution lines and sub-station equipments would be about 
Rs 60,000 to !^s 70,000 per village; if all the villages of the 
country were to be electrified, , therefore, the capital outlay in- 
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volved for distnbution lines alone would exceed Rs 3,000 crores 
The operation and the maintenance costs also tend to be rather 
high because of the low load factor In the immediate future, 
therefore, the best course seems to be the construction of indus- 
trial estates in small towns where electrification is relatively not 
so expensive and in towns which could attract labour from rural 
areas 

Rural Industries Planning Committee 

Here, it is necessary to make reference to an important pro- 
gramme, initiated recently, which, when effectively implemented. 
Will go a long way in expanding employment opportunities in 
rural areas A high level Rural Industries Planning Committee 
has been constituted to review the progress of industries in rural 
areas and recommend programmes for their intensive development 
In pursuance of the Committee’s recommendations, 45 rural indus- 
tries projects have been taken up in certain selected rural areas 
m different States Each project area covers generally a popula- 
tion of 3 to 5 lakhs and consists of 3 to 5 complete development 
blocks The object of these programmes is to promote industaes, 
which are based on agriculture and other local resources with a 
view to broadening and diversifymg the base of the rural economy 

Mobility of Labour and Regional Development 

The problem of unemployment is rendered more acute by the 
various social and economic barriers to the mobility of labour 
between different regions As we have seen earlier, surplus labour 
seems to be concentrated in certain specific areas There are 
obvious difficulties in large scale transfers of population from one 
area to another and from the rural to the urban areas One 
solution to this problem is that an attempt should be made to take 
the work to tfie people rather than takmg people to wherever the 
work IS available In point of fact both these processes are neces- 
sary The development of small industries, rural electrification 
and establishment of industrial estates — all these aim at brmging 
work to the people This is also one of the considerations under- 
lying the idea that the various development projects ought to be 

16 Report on the Second Five-Year Flan, Op cit, p 340 
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located in different parts of the country so that the benefits there- 
froitt would be spread over as large an area as possible The 
location of industries is governed by a number of factors, the more 
important of which are availability of raw materials and power, 
facilities of transport and nearness to the consuming centres From 
a strictly economic point of view one would choose the location 
that is most economical m terms of cost In a planned economy 
however, this cannot be the sole criterion of deciding the location 
of industries Development of relatively backward or depressed 
regions has to be given a certam priority, and from this point of 
view dispersal of both large and small industries is justified The 
idea of regional development, however, has also its own limita- 
tions The development of the country has to be viewed as a 
whole, if regional considerations are given too much weight in 
the initial stages of development, there is the danger of wasteful 
use of scarce resources resulting in a retardation of the growth of 
the economy These considerations suggest that perhaps, simul- 
taneously with the development of non-agricultural avenues of 
employment in rural areas, it is also necessary to adopt measures 
that promote inter-regional or geographical mobility of labour 

In the last analysis, the problem of rural unemployment and 
under-employment is the problem of the under-development of the 
economy itself It is only when the basic economic and social 
overheads such as power, transport and communications as also 
education and training in skills are provided that one could expect 
a substantial growth of small industries, trades and occupations, 
linkmg the organised sector of the economy with the vast diffused 
sector of agriculture Obviously, these are relatively longer term 
solutions They pose a challenge to the planners, a challenge 
which has to be met, inter dm, by a progressive stepping up in 
the rate of investment in the economy In the immediate future, 
however, it is contended that the existence of surplus manpower 
Itself can be regarded as a savings potential and cbuld be made 
use of in stepping up the investment in the economy This is the 
proposition which is examined in the next section 

SURPLUS LABOUR AS POTENTIAL SAVINGS 

It IS conten^gd that an under-developed economy like India 
has a certain advantage in that it has large reserves of unutilised 
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or under-utilised manpower by utilising which it is possible to step 
up capital formation The argument can be explained briefly as 
follows At present the surplus labourers on land are being main- 
tained by the family, even though they contribute little or nothing 
to output Now, suppose, these unproductive labourers are drawn* 
from the land and are employed on say, a construction project 
There is already provision for the food which they were con- 
suming in the previous situation Hence by setting these persons 
to productive work, it would be possible to add to the capital 
assets of the community It is in this sense that surplus labour 
constitutes potential savings Of course, this is only a bald state- 
ment of the proposition put forth by Prof Nurkse^^ There are 
one or two linutations, by which the above statement has to be 
qualified In the first place, consequent on the employment of the 
erstwhile under-employed, there is likely to be some increase in 
the demand for consumer goods particularly, foodgrains Secondly, 
if a large number of construction works are to be taken up 
naturally, the demand for complementary factors like building 
materials, tools and equipment, and skilled personnel would also 
go up The harnessing of the savings potential concealed m the 
surplus labour is, therefore, contingent upon fulfilment of these two 
conditions If the additional foodgrains and the complementary 
factors required are found, it should be possible to step up 
the level of mvestment by an amount larger than the value of 
these additional materials, the difference representing the net 
value of the labour of surplus manpower 

The thesis advanced by Nurkse contains a basic fact that 
capital formation is, in the last analysis, stored-up labour To the 
extent there is idle labour, therefore, there is a potential available 
for mcreasmg the rate of investment While conceptually the 
proposition thus seems to be valid there are several limitations to 
the practical application of the idea to programmes of planning 
Firstly, the additional emplojmient created for the surplus labour 
would generate additional incomes, a major part of which would 
be spent on foodgrams Hence, the rate at which such additional 
employment could be created becomes itself a function of the rate 

17 Ragnar Nurkse Problems of Capital Formation in Under-deve- 
loped Counties (1953), see partcularly Chapter 2, Population and Capital 
Supply 
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at which the productivity of the agricultural sector could be raised. 
We, therefore, go back to what we have stated earlier, namely, 
that the increase in agricultural production is a pre-condition for 
stepping up the rate of investment Secondly, the problem of 
segregatmg the surplus labour is also tied up with the institutional 
considerations. For mstance, at the sectoral level, where the sur- 
plus of labour undoubtedly exists in the sense that the aggregate 
output can be mamtained with a much smaller labour force, this 
surplus labour is not totally unemployed and, therefore, it cannot 
be easily withdrawn from the sector for employment on construc- 
tion projects In fact, if the present techniques and organisation 
of agriculture persist, there will not be any surplus labour which 
could be released for productive work elsewhere In this sense 
the surplus labour also is merely potential, and the surplus has to 
be set free by improving the organisation of agnculture which may 
include rational redistribution of land, reform of the land system 
and the management of farms This proposition also holds true 
at the farm level The under-employed farmer is tied to the 
holding in the sense that he is not wholly free to accept employ- 
ment elsewhere Moreover, he may not be willmg to accept wage 
employment without sufficient inducement In effect, this means 
that although he may be living at the bare subsistence level, he 
may have to be offered a wage rate which is much higher for 
inducing him to accept the employment 

A more feasible aspect of the problem is making use of the 
idle labour during what is called the off-season or the slack season 
of the year Here, of course, the question is one of selecting such 
projects as could be conveniently put through during the off- 
seasons in different areas 

Utilisation of Rural Manpower 

There is a wide range of local works which could be under- 
taken with the help mainly of labour and with |mall doses of 
capital The type of projects which are suitable for utilising 
under-employed labour for development purposes are (1) irriga- 
tion and flood control projects, land reclamation schemes including 
water-logging and drainage and reclamation of salme lands, affore- 
station and soil conservation schemes, construction of roads, 
(2) construction-9and mamtenance of bunds and field channels for 
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irrigation works, contour-bunding and terracing; (3) land" levelling, 
surface drainage, (4) construction and repair of wells and tanks, 
school building, etc , (5f) work connected with dry farming, 
(6) construction of approach roads linking the villages with the 
market centres and (7) consolidation of holdmgs^® The list is 
exhaustive enough to indicate that such projects could be diffused 
all over the rural areas and also so framed as to meet the local 
needs of surplus labour. If these projects are to provide employ- 
ment on a substantial scale it is necessary to select the projects 
properly, make provisions of complementary investment in the 
plans of the States and districts and entrust the village level 
organisation with the task of implementing them 

It IS also important to emphasise the role of local initiative 
and leadership in organising such projects Community efforts 
towards capital formation can be of considerable value The 
villagers, foi example, can build their own roads, schools or wells, 
common pastures, they can also undertake afforestation or soil 
conservation on their own initiative Such works of local interest 
can be organised by commumty leaders with the financial help 
from Government ‘‘This work is valuable no-t only because it 
creates capital without reducing consumption, but also because it 
is the means of awakening the interest of what are sometimes 
rather stagnant commimities ” In areas where the incidence of 
unemployment or under-employment is particularly high, special 
work projects could be organised by local authorities or State 
Governments Commumty effort could also enlist the co-operation 
of villagers m dealmg with natural calamities like floods, water- 
logging, drainage, etc In a developing economy any democratic 
means of arousing the enthusiasm among the people and of 
stimulating them to desire further improvement needs to be 
strongly supported In this context the village co-operatives, the 
village panch^ats or even schools can play an important role in 
the mobilisation of rural manpower 

18 Facets of Planning, Publications Division, Ministry of Information 
and Broadcasting, Government of India (1960), pp 27-40 

19 Measures for the Economic Development of Underdeveloped Coun- 
tries, United Nations (1951), p 40 ^ 
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i^rogress in the First and Second Flans 

Admittedly, no specific efforts were made on any significant 
scale towards giving such programme a more concrete shape 
4urmg the First and the Second Plans Attempts to secure 
voluntary contribution of labour or shramadan for building up 
community assets in the community development areas were of 
course a step in this direction Some idea of the progress made 
iin this respect could be had from the studies conducted by the 
Programme Evaluation Organisation Nearly 73 per cent of the 
399 villages studied by the Programme Evaluation Organisation 
reported shramadan^^ No separate estimates of the value of the 
people’s contribution m terms of labour are available However, 
the value of contnbution in terms of cash, kmd and labour 
amounted to about Rs 25 crores during the First Plan and to 
Rs 77 crores dunng the Second Plan 

Rural Works Programme 

It is only m the Third Plan that the programme for utilisa- 
tion of rural manpower, formulated broadly on the lines discussed 
above, has attained a more positive content It is reiterated that 
the rural works programme, launched upon during the Third Plan, 
is significant not merely for creating the additional employment 
opportunities, but even more as an important means for harnessing 
the large manpower resources available in rural areas for rapid 
economic development The mam aim of these projects is to pro- 
wide employment, which would be increasing from 1 lakh in the 
first year to about 2 to 5 million in the last year of the Third 
Plan, on supplementary pioductive works, particularly in areas 
with heavy incidence of unemployment and under-employment The 
programme was initiated m 1960-61 with 32 pilot projects 
Between 2 and 3 projects were allotted to each State and one to 
the Union Territory of Himachal Pradesh These projects in- 
cluded schemes for irrigation, afforestation soil conservation, 
drainage, land reclamation and improvement of 'Communications 
On the basis of the experience of these projects the programme 

20 The Fifth Evaluation Report on the Working of the Community 
Development and NES Blocks, Programme Evaluation Organisation, 
Planning Commission (1958), pp XllAll 

21 Report of the Ministry of Community Development and Co-opera- 
tion 1962-63, Government of India (1963), p 37 
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would be extended to other areas on a mass scale As a whole^ 
the programme entails a total outlay of Rs 150 crores over the 
ITiird Plan period It is also visualised that the necessary con* 
struction organisations and labour co-operatives would be built 
up especially at the block level These organisations can carry 
stocks of tools, obtain contracts, secure necessary technical and 
administrative assistance organise cadres of trained skilled work- 
ers and work m close co-operation with the distnct authorities, 
Panchaya{ Samites and others 

In March 1962, 196 more blocks were allotted as part of 
a second series For the third senes, about 600 blocks have so 
far been allotted Of the 228 projects in the first two senes, 
work had been effectively organised in 178 blocks by the end of 
March, 1963 and employment created in terms of man-days has> 
been estimated at 75 lakhs The Programme Evaluation Orga- 
nisation which recently evaluated the working of the first senes 
has pointed out the deficiencies manifest in the implementation 
of the programme ^ The report has made a number of impor- 
tant recommendations in regard to the location and the choice 
of projects, it has been emphasised that the projects should not 
only be employment-oriented but they should also develop the 
productive potential of the area Given adequate organisation 
at the technical and administrative level it should be possible to 
make a success of the programme 

Summing Up 

The agncultural sector in India now shelters a large surplus 
labour which is historically a result of relentless pressure of popu- 
lation on the land In such a situation a permanent shiftmg of 
the redundant labour to the non-agncultural sector can be envi- 
saged only as a long-term solution Absorption of the surplus 
manpower in non-agncultural employment cannot but be a 
gradual processi Basically, it is a question of stepping up the 
rate of investment and the rate of growth of the economy as a 

22 The Third Plan Mid-term Appraisal, Planning Commission, 
Government of India (1963), p 98 

23 Case Studies of Pilot Projects (Senes I) for the Utilisation of 

Rural Manpower, Programme Evaluation Organisation, Planmng Com- 
mission (1962) ***" 
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whole In the meanwhile, however, the question of improving 
the economic conditions of the most disadvantaged section like 
the agricultural labour attains a sense of urgency On the other 
hand, it seems also possible to step up the capital formation by 
undertakmg local works mainly with the help of such surplus 
labour Thus a type of “revolving” employment on local deve- 
lopment works which could be undertaken with very small doses 
of capital can be provided, even this is contingent upon the 
economy’s ability to augment the supphes of essential consumer 
goods, particularly, foodgrains and clothing The rural works 
programme launched upon during the Third Plan marks a signi- 
ficant step m this direction 



Chapter XVIII 


RURAL ENGINEERING 

The achievements ot modern science have contributed to 
man’s control over nature mainly through developments in engi- 
neenng It is not, therefore, without reason that in the develop- 
ment of economic thought, the need for a science and art of 
social engineering has been emphasised and has found a place 
Engineering gives us control over techniques m the fields of pro- 
duction, transport housing and a myriad other branches of in- 
dividual and community life, thus enabling us to plan and con- 
trol social phenomena and institutions Engineering is broadly 
divided into mechanical, civil, sanitary and electrical branches 
The subject for examination here is how far these branches of 
engmeenng are capable of transformmg the rural environment 
Mechanical engineermg has brought about in the West improve- 
ments m tools, implements and machinery and laid the foundation 
of this Machine Age It has played its part in elevating rural life 
to a new plane by providing new agricultural implements which 
have made large scale farming possible as m the USA and the 
USSR Civil engineermg has contnbuted to the growth of 
cities and towns, development of roads, canals, railways or land 
reclamations Sanitary engineering has been employed for the 
improvement of living conditions through extensive schemes of 
housing, water supply and town planning Electrical engineering 
has been the foundation of what is sometimes called the New 
Industrial Revolution, comparable in its effects with the earlier 
revolution based on the substitution of steam for water-power 
or just the power of the human muscle It received a great sti- 
mulus by the invention of hydro-electricity and recently of 
thermal electriosty, on which is built up a diversified industrial 
structure in countries like France, Germany, Switzerland Japan 
and Russia It is not, of course, suggested that these four 
branches function separately In most projects, they have to be 
combined and co-ordinated so as to give the best results The 
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point IS that it is mainly through developments in these four 
branches that far-reaching changes in rural life and environment 
have been brought about m countnes of Europe and Amenca 
and the same results could be obtained m India through a pro- 
gramme of rural engineering 

MECHANICAL ENGINEERING 

The possibilities of any large scale mechanisation of agri- 
culture in this country are at best limited, at least so far as the 
immediate future is concerned There is, however, immense 
scope for improved tools and implements which could be utilised 
by our farmers on their small holdings and under diverse local 
conditions of soil, rainfall, etc The agriculturist as well as the 
village artisan needs cheap, light and simple machinery and deve- 
lopments in mechanical engineering which provide the same need 
specially to be fostered 

CIVIL ENGINEERING 

It is obvious that in India civil engineering has developed 
more than any of the branches mentioned and there is still 
immense scope for further development The main direction m 
which progress was recorded in the pre-Independence period was 
irngation Road transport, mland water transport and land re- 
clamations and improvement, on the other hand, received scant 
attention Since the commencement of the planned development 
of the country, however, mcreasing attention is being paid to 
these 'branches of civil engineering There is considerable scope 
for developing low cost rural houses including buildings for insti- 
tutions hke schools and also warehouses 

IRRIGATION 

The facts regardmg the need for an assured^and adequate 
water supply for agriculture have been given in an earlier chaptei 
To recapitulate them bnefly, except m the Indo-Gangetic plain 
and the West Coast, deficiency of rainfall causes harm both to 
man and cattle and often results in famme. In parts which are 
practically rainless, cultivation is not possible without irrigation 
The uplands oT'^he Deccan are constantly exposed to drought 
Further, crops like rice and sugarcane require large quantities 
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of water at regular intervals, and this is available only in a few 
regions In a word, the prosperity of Indian agriculture is ulti- 
mately bound up with the progress of irrigation This question 
has been discussed fuUy in Chapter V — Crop Productivity — 
Problems and Programmes for Improvement 

RURAL ROADS 

The importance and urgency of providing rural communica- 
tions on an extensive scale hardly needs any emphasis The 
absence of such roads has all along been a serious handicap in 
the way of efficient and economical marketmg of agricultural 
produce More regrettably, their absence has resulted m isolatmg 
our villages from all economic and social progress taking place 
in the rest of the country The excessive pre-occupation of the 
British administrators with the needs of foreign trade led them 
to concentrate on railways and on the requirements of larger 
towns and cities to the detriment of village roads Further in 
the layout of the meagre road system, military considerations 
carried a larger weight than those of rural development With 
the widespread use of the motor vehicle and the possibility of 
using electncal energy for power, a new vista of possibilities has 
been opened up and the time is npe for formulating an inte- 
grated plan for co-ordinated development of road, railway, river 
and canal transport so as to weld all these agencies into a com- 
plete efficient transport system 

The Royal Commission on Agriculture, while admitting the 
necessity of good main roads emphasised the importance of sub- 
sidiary commumcations which are of even greater concern to the 
cultivator “The provision of excellent mam roads, adequate m 
all respects for every form of transport is of httle benefit to the 
cultivator, if his access to them is hampered by the condition of 
the road which connects his village with them, what matters 
most to him is the state of the road between his village and the 
mam road and his market These remarks are as relevant today 
as they were 37 years ago 

1 Report of the Royal Commission on Agriculture m India (1928) Op 
cit , p 373 
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After the advent of the railways in the fifties of the last 
'Century, the development of roads was paid little attention to 
until the constitution of the Central Road Fund in 1929 This 
scheme provided a continuous flow of funds, though on a small 
scale, which enabled the authorities, concerned to develop road 
-‘commumcations The Nagpur Plan (1943) of Post-War Road 
Development laid down certain broad objectives for development 
of roads These were that no village in a well developed agri- 
cultural area should remain more than five miles away from a 
main road, nor more than two miles from “a road” It was in- 
tended that m most cases the average distance from a main 
road should be less than two miles On the basis of this critenon, 
it was proposed that within 20 years, all villages should be 
covered by link roads 

Road Communications before the First Five-Year Flan 

There were four trunk roads (now called National High- 
ways) with which subsidiary roads were linked (i) from Khyber 
to Calcutta, (ii) Calcutta to Madras, (iii) Madras to Bombay, and 
<iv) Bombay to Delhi In 1950-51 trunk roads covered about 
^5,000 miles out of a total metalled road length of 97,570 miles 
As regards subsidiary roads. South India was best provided, 
whereas parts of Rajasthan, the Punjab, Orissa and West Bengal 
were the worst off The absence of good subsidiary roads was 
attabuted to sparseness of population in some regions, unbridge- 
able waterways and lack of suitable road constructibn materials 
m others In addition to metalled subsidiary roads, there were 
'‘'kachchd (unmetalled) roads which covered 150,940 miles. Thus 
in 1950-51, there were 248,500 miles of roads m India to serve 
her 558,089 villages and 3,018 towns This gave an average of 
'0 44 mile of road per village Assuming that an average length 
of 8 miles of road is requured for each village,^ ^ess than 6 per 
cent of the village road requirements were covered Even the 
existing roads, poor as they were, were allowed to deteriorate 
further owing to neglect, especially by the local bodies which 
were in charge of these roads Further, the growing motor traffic 

2 Cf S S “Rural Communications,” Quarterly Journal of the 

Local Self-Government Institute^ Vol XIII, Nos 3 and 4, January- Apnl, 
1943, p 585 
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wore out the roads at a rapid rate and the problem of road con- 
struction and maintenance was thereby intensified 

Achievements in the First Decade of Planned Development 

There has been a large extension of road mileage during 
the first decade of planned development of the country The 
road development programmes for the first two Plans were 
formulated m the perspective of the Nagpur Plan to which a 
reference has already been made The Nagpur Plan as applied 
to post-Partition India envisaged completion of a total length 
of 123,000 miles of surfaced roads and 208,000 imles of unsur- 
faced roads With the programmes undertaken in the First and 
the Second Plan, the targets envisaged in the Nagpur Plan are 
claimed to have been exceeded both in regard to surfaced and 
unsurfaced roads 

The satisfaction derived from the achievement of the Nagpur 
Plan targets however is entirely misplaced To begin with, the 
Nagpur Plan of 1943 was based on a comparatively lethargic 
pace of activity then obtaining in the country — at a time when 
planned economic development was not even remotely thought 
of What IS more important is that the popular belief of even 
this modest plan having been achieved at the end of the Second 
Plan penod is both incorrect and misleadmg This fallacy can 
be attnbuted to two factors Firstly, the Plan stipulated in broad 
terms that agricultural areas should have a minimum of one- 
fifth of a mile of road per square mile of temtory and non- 
agncultural areas one-twentieth of a mile, with additional roads 
in villages and around towns In calculatmg the mileages to be 
constructed, what was done was not to isolate the areas which 
had deficienaes in terms of the formula and calculate the addi- 
tional lengths of roads required Instead it was assumed that 
the lengths of liew roads needed could be assessed by deducting 
the then existing road mileage from the total mileage required" 
on the assumption of a uniform mesh on the prescribed formula 
Now let us take a district which, under the Plan formula should 
have 1,000 miles of roads and which had 700 miles prior to the 
Plan The new length required therefore comes to 300 miles 
The district however has two parts, A and Plan target 

for each of which is 500 miles What was ignored was that 
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Part A, prior to the Han, had 650 miles and Part B only 50 
miles Such dispanties are only too common Indeed there 
are areas with no roads at all Now, to bring Part B to the 
level required, the district really needs 450 miles whereas the 
Nagpur Plan assessed the total requirements of the district at 
only 300 miles This is how in many States the figures were 
ongmally under-estimated It is not surprising that now the dis- 
trict finds itself in a state of heavy shoitfall despite, the total 
figure for the distnct havmg been attamed. 

Another cause of the misconception relating to the achieve- 
ment of Nagpur targets arises from the fact that road construc- 
tion activity m certain areas m the First and Second Plans had to 
be influenced by considerations unforeseen when the Nagpur Plan 
was framed West Bengal is an instance Owing to the partition 
of the country in 1947 the directions of traffic flows m that State 
underwent a complete change Roads previously existmg, criss- 
crossing East and West Bengal lost their economic value The 
result was that as against an additional mileage of 1,190 miles 
under the Nagpur Plan formula, the State had to build an en- 
tirely new road system of 20,673 miles, thereby exceeding the 
paper Nagpur target by 19,483 miles It is on the basis of such 
excess mileages above the onginal Nagpur Plan figures for certain 
States that the achievement of Nagpur targets has been claimed 

In actual practice several States such as Maharashtra, Guja- 
rat, Rajasthan, Madhya Pradesh and Bihar have yet a long way 
to go m achieving their respective targets As the National 
Council of Applied Economic Research Techno-Economic 
Surveys of these States reveal, Bihar and Maharashtra, have 
shortfalls of 50 per cent of the envisaged mileage, Rajasthan has 
a shortfall of 54 per cent, while Madhya Pradesh and Gujarat 
have yet to achieve 49 per cent and 30 per cent respectively 

By the end of the Second Plan, the mileage of surfaced 
roads was expected to be 144,000 and that of unsurfaced roads 
well above 250,000 The actuals for March 1961 were 146,513 
miles of surfaced and 294,113 miles of unsurfaced roads ^ Despite 
this considerable expansion of the mileage over the last t^^i 
years, the road network remains deficient m certain impor"'^^ 

3 Basic Road Statistics 1962, Government of India 
1-30 
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respects such as unbndged river crossings, substandard surfaces, 
narrow carriageways, etc. About 60 per cent of the total mileage 
consists of non-macadamised earth roads, unusable during the 
rams Of the total road mileage in the country, about 15,000 
miles constitute the National Highways, but only about 2,300 of 
these have a two-lane carriageway, the rest is all one lane 
Further about 1,000 miles of National Highways have only one- 
lane water-bound macadam surface or even inferior, mstead of 
cement concrete or bitumen surface Most of the National High- 
ways and State Highways have a crust thickness of nine to ten 
inches, which, according to informed technical opimon is in- 
adequate for the present volume and intensity of traffic More- 
over there are a number of missing bridges on the arterial routes 
On the National Highways alone about 80 major bridges re- 
mained to be provided at the end of the Second Plan Work on 
47 of these is currently in various stages of progress 

By the end of the First Plan, an expenditure of Rs 146 8 
crores had been incurred on roads The expenditure on road 
development m the Second Plan is estimated to be Rs 224 
crores The cost of the road development programme initially 
provided in the Third Plan was about Rs 324 crores But this 
figure has subsequently been raised approximately to Rs 415 
crores 

Objectives and Pnorities of Road Development m the 
Third Plan 

The road development programme for the Third Plan has 
been formulated in accordance with the broad objectives laid 
down m the twenty-year road development plan for the penod 
1961-81, which has been drawn up by the Chief Engineers of 
the State and Central Governments The broad objective of 
this Plan IS that no village in a developed and agricultural area 
should remain more than four miles from a metalled road and 
more than one mile from any type of road The Plan takes 
unto account the special requirements of undeveloped and under- 
^veloped areas Under the Plan, the total mileage proposed to 
^Xreached at the end of the twenty-year penod, le, in 1981, 
IS ^,000 miles of surfaced roads and 405,0d5^ miles of unsur» 
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faced roads ^ The broad order of priorities envisaged by the 
twenty-year plan, is as follows (a) On arterial routes missing 
bridges should be provided and road surfaces improved at least 
to one-lane black topped specification, (b) Main loads in the 
vicinity of large towns should be widened to two lanes or more, 
and (c) Major arterial routes should have at least two lane 
carriageways According to the Plan, the first task in regard 
to rural roads should be their improvement to famweather 
standards It may be emphasised that there has been an increas- 
ing demand for district and village roads, whose improvement 
benefits directly millions in the rural areas to be constructed 
during the Third Plan period This demand is proposed to be 
kept m view while considering the targets for various types of 
roads in the Third Plan 

Rural Road Development in the Third Flan 

Specific provisions have been made for rural roads in the 
plans of several States, apart from the financial allocations avail- 
able for the development of rural roads under the programmes 
of local bodies and community development authorities As a 
result of an ad hoc enquiry instituted some time ago by the 
Ministry of Transport and Communications, efforts have been 
made to draw up district plans showing the appropriate align- 
ments of possible future roads in rural areas Efforts have been 
made to achieve the desired co-ordmation between the various 
agencies lesponsible for road development m rural areas and 
to secure in an increasing measure, contributions m cash, kind 
or manual labour from the people towards the construction of 
rural roads. 

Type of Road Suitable for V^illages 

Pandit Jawaharlal Nehru, the late Pnme Minister %aid 

‘T have come to the conclusion that one thing to which 
we must give topmost priority is Roads — Roads of all 
kinds, not only very up-to-date bitumemsed or cement 
roads, but roads of any kind to open out vast areas of this 


4 Basic Road Statistics 1962, Op cit 
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country which are closed up today and which you cannot 
reach unless you walk or nde I give Roads first prionty ’’ 

Truly m India we have need for every type of road that human 
ingenuity can devise 

Roads m India may be classified currently undei the follow- 
mg five categories 

(a) e Kachcha unmetalled roads, 

(b) Metalled roads usable throughout the year by bullock 
carts and also by light motor vehicle traffic, 

(c) Surfaced pamted black top roads, 

{d) Superior asphalt roads, and 

(c) Cement concrete roads 

Considering the pauaty of village roads throughout the 
country, we need hundreds of thousands of miles of kachcha 
loads so that no village remains unconnected to a pucca road 
These can be of the (a) grade For India's predominantly agn- 
cultural economy provision of an infra-structure of such roads 
should be considered a basic obligation on the part of the 
Central and State Governments 

The village road should serve as a link between the village 
and the nearest market town or to the nearest highway for the 
purpose of transport of agricultural produce by the cultivator 
The villagers carry their products to and bring their requirements 
from the market along such village roads The vehicle required 
for transport is the buUock cart of country design The bullocks 
are used for agricultural operations during the growing season 
and for draught in the off-season The quantity carted by each 
cultivator is not much, and his produce can be discharged at the 
market in a few trips m the season For this purpose, there is 
no need for*^ high class road or a motor vehicle for transport 
For the small cultivator carting is a subsidiary occupation and 
care should be taken that he is not deprived of this source of 
income unless there is a distinct compensating gain in the form 
of higher price for his products 

It IS necessary that all water courses pjpning across such 
roads should be culverted At present, many kachcha roads 
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double as water-courses This is what makes them impassable 
durmg the monsoon and rums them for use during the rest of 
the year It is necessary therefore that water courses should 
be separated from village roads In most parts of the country 
where ramfall does not exceed 25 to 30 inches, such kachcha 
roads should be usable almost throughout the year though they 
may not be usable m and after heavy rams. 

They can be laid extensively with the help of motor graders 
and bulldozers as in most cases mere levelling of the surface is 
required But m the absence of such machinery manual labour 
can do as weU, under appropriate technical supervision Most 
of the community development and national extension service 
roads made by voluntary labour of the villagers come undet 
this category The shortcomings about these latter roads arc 
several, inter alia*’— 

(i) The villagers are seldom genuinely enthusiastic about 
giving their labour for the construction of the 
road Often they yield merely to political pressure from 
interested parties If sufficient enthusiasm for volun- 
tary work cannot be generated it is best to get the work 
done by paid labour so that it is up to the required 
standard 

(u) There is nobody to guide the viiiageis in load construc- 
tion from the point of view of the technique of road 
or culvert making Such technical assistance should 
always be provided by subordinate grade PWD or 
Zilla Parf^had engineers or overseers 

(m) No thought is given to maintenance In the result, once 
the ram washes off parts of these roads, they deteiiorate 
and dissolve into the countryside and are lost. Com- 
munity development and national extensioif service roads 
should therefore be maintained after every monsoon 
by appropriate agencies nominated for the purpose and 
adequately financed. Finance will be dealt with later m 
this chapter 

The havoc pitted on village roads by the rams apart, there is 
considerable damage done to these road surfaces through the wide- 
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Spread use of narrow wheels on animal-drawn vehicles Much 
thought has been given recently to the question of improving 
the bullock cart, particularly the tyres In view of the fact that 
the bullock cart will continue to be the mainstay of our village 
economy, for yet many years to come, the obvious solution is to 
employ some means whereby there is a reduction in the wheel- 
load concentration, causing thereby a saving in the wear and 
tear oil road surfaces used by these carts Experiments con- 
ducted by the Bullock-cart Sub-Committee of the Indian Roads 
Congress, under the direction of the late Mr B V Vagh between 
1944-1950, revealed that it was possible to produce a cart wheel 
built in all respects like the present wheel made with the same 
material, by the same wheel wrights, but with a diameter of 6" to 
9" less than at present and with steel tyres of 3^' m place 
of the currently employed 1^' to 2"' ones This could be 
done without exceeding the present average cost, both imtial and 
recurring, without affecting the present pay-load of the 
cart and without entailing more tractive effort on the bullocks 
The resulting saving in wear and tear of road surfaces caused by 
the proposed wheel was estimated at 35 per cent 

In view of their significant advantage, it was suggested by 
the Sub-Committee, that steel tyres of should be intro- 

duced as the standard for the bullock cart wheel throughout 
India This recommendation can be used to tremendous ad- 
vantage m revolutionising rnral bullock cart transport It is an 
expedient certainly worthy of implementation 

A further improvement on the Vagh Wheel which has vast 
potentialities is the improvement of the entire wheel assembly 
by fitting the wheel with pneumatic rubber tyres and roller bear- 
ings It will lead to larger loads being carried per bullock cart 
and therefore reduce cost of transport It will entail less strain 
on the bullcJLks and additionally reduce damage to the road 
surface 

Although principally useful for inter-village bullock cart 
transport, the kachcha roads could be useful for light motor 
vehicles transport also, particularly during the dry months of 
the year This will pioneer the motor vehicl^^ge into the deep 
countryside Such roads however will not oe useful for heavy 
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rainfall areas such as the West Coast — Kerala, parts of Orissa 
and Assam The mmimum level of roads required there should 
be metalled ones as m (b) below 

(b) Roads under category (a) will provide the basic infra- 
structure for village communication but not on a satisfactory, nor 
year round level Further it cannot be denied that the motor 
truck and the bus are making mcreasmg penetration into the 
village economy They are brmging together more* effectively 
the city and the village, and are funnelling the fruits of progress 
into the village To enable this piocess to be eased the earliest 
opportunity should be taken to promote kachcha roads to the 
metalled category which would make them useful throughout 
the year even in heavy rains, both for bullock carts as well as for 
light motor vehicle traffic Besides, m heavy rainfall areas, such 
as the West Coast, these would be the minimum level roads 
capable of providing inter-viUage communication even by the 
bullock cart alone Needless to say, these roads also should be 
culverted and bridged 

(c) For heavier loading than under category (b), we shall 
need metalled black top roads These will be water-bound 
macadam roads, surface painted with asphalt so as to make them 
dustless Traffic thereon will be mostly motor vehicles, so a 
dustless surface is absolutely essential These also should be 
fully culverted and bridged 

(d) For heavy motor vehicle traffic, we shall need superior 
roads with grouted asphaltic carpet — also sealed with asphalt 
and fully bridged Where loading is heavy cement concrete sur- 
face will be indispensable 

(e) For heavier commercial and industrial traffic roads and 
for super highways, we shall need cement concrete surfaces In 
view of the scarcity of cement which may continue for several 
years these may have to have superior asphalt ^grouted surfaces 
of a specification higher than under (d) 

Pfoblem of Reahgnment 

In this connection, mention may be made of the question of 
realignment of roads Many of the village roads are often so 
crooked that only pedestrians but even wheeled traffic often 
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lake short cuts across fields thereby destroying crops These 
roads have to be realigned so as to save labour time as well as 
conserve agncultural produce The villagers themselves would 
voluntarily render assistance if they are properly instructed and 
the cost of realignment need not be heavy As a matter of fact, 
in the past, the villagers used to do this kind of work every year 
after the ''Dass^erah*' festival Under the supervision of the 
Village headman the villagers would repair the roads, straighten 
them and clear the scrub and imdei growth obstructing the roads 
The revitalised Panchayat could well be utilised as a suitable 
agency for collective work by the villagers on such roads 

Then, agam, the formation of ravmes, and other erosions 
cause diversion of roads from their usual alignment, and thu« 
add to the difficulty The village community is often unable to 
stop this damage by bundmg or the construction of low-level 
bridges or culverts and the evil grows continually m depth and 
dimensions In some tracts where a number of rivers pass through 
a taluka this problem assumes serious proportions 

The broad aim of rural road development programmes m 
a country like India should be to connect the villages with 
marketing centres and taluka and district headquarters The 
State Governments should pay special attention to the construc- 
tion and mamtenance of these roads and for this purpose enlist 
the co-operation of villagers Before the road programme is 
drawn up for a taluka, a prelimmary survey should be made to 
assess the most economical realignment of roads to serve this 
purpose 

This may even involve the exchange of lands between the 
cultivators This is often a difficult matter but given a sympathe- 
tic attitude on the part of the official machinery, under the legis- 
lative reforms in progress, a simple and expeditious procedure 
for measuremeni, valuation and exchange of land as also for the 
ultimate settlement of accounts can be formulated and valuable 
results can be attained When this difficulty is overcome, the 
State Government should enlist the co-operation of villagers who 
should supply their own manual labour and prepare new strai^t 
''mooram'* roads Once the saving of the cropg^ as a result of 
this realignment and reformation of roads as as the advan- 
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tages of easier accessibility to marketing centres aie demons- 
trated to the villagers it would imdoul^tedly receive the appre- 
ciation of the rural population who would not hesitate to co- 
operate in this constructive endeavour There is considerable 
scope for development of village roads on such co-operative basis 
by mobihsing the local population foi executing the local pro- 
lects in the Community Project areas 

Finmcing of Village Roads — Rural Road Fund » 

The Indian Road Development Committee (1928) remarked 
that “road development in India is passing beyond the financial 
capacity of local governments and local bodies, and is becoming 
a national interest, which may, to some extent, be a proper 
charge on Central revenues ” Construction of village roads will 
naturally increase the goods traffic of the railways and motor 
vehicles which would in turn fetch greater mcome for the Central 
and also State Governments The Central Government may 
finance bigger roads so that State funds released thereby may 
be utilised for village and feeder roads The Royal Commission 
on Agriculture expressed the view that road development may 
be expedited by raising loans for financing the same It was 
further stated that in view of the quasi-perraanent nature of the 
roads, the annual amount required for amortisation of these loans 
should not be a heavy charge on the State Governments’ re- 
sources As regards the maintenance of village roads, the Com- 
mission nghtly observed, “any improvement m the condition of 
village roads must depend largely, if not entirely, on the efforts 
of the villagers themselves ” The proper course would be to 
induce the villagers, through the Panchayat, to supply the labour 
necessary for this purpose more or less at a nominal wage as 
a matter of social duty The Motor Vehicles Taxation Enquiry 
Committee (1950) recommended certain proposals for augment- 
ing the resources of road development, as coi^inuity m the 
supply of funds is essential for avoiding wasteful expenditure 
and pursumg even modest programmes without interruption 

A scheme for the creation of a rural road fund was sub- 
mitted to the Planning Commission m 1961, but was rejected 
In July 1962 however, the subject was reintroduced for discus- 
'Sion, and a further study of the problem was made The pro- 
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posed fund, it was found, would enable a larger programme for 
the development of rura\ roads, and would have to be constituted 
from the following sources 

1 Specific allocations from excise duty on petrol and diesef 
oil or from the accrual of funds due to a reduction in the 
basic price of petrol and diesel oil allowed by the oil' 
companies 

2 A sum equivalent to 10 per cent of the provision made 
for road development m the Third Five-Year Plan of 
each State, and 

3 Some amount of the allocation assigned by the Planning 
Commission for local development works. 

No decision on this subject has yet been announced How- 
ever it IS clear that all the sources mentioned above would have- 
to be tapped if funds are to be provided on an adequate and 
continuous basis If village roads are to be upgraded to the 
(b) stage where they would be normally useful for motor vehicle 
traffic, large funds would be required for constructing them on 
a commercial scale 

To sum up, village roads are essential for the economic 
improvement of the agriculturist An infra-structure of ''kachcha"" 
roads to ensure that every village is connected with a 
pucca road can be laid with motor graders and bulldozers or 
even by manual labour under proper technical supervision Such 
roads can be preserved from premature deterioration by improv- 
ing the bullock cart As regards finance, a definite and sub- 
stantial allotment for rural roads should be ensured by earmark- 
ing for the purpose a portion of the huge revenue which the 
State derives from taxation of motor transport The work of 
annual repairs to these village roads may be entrusted to the 
villagers themselves through a system of corporate labour 

SANITARY ENGINEERING 
Homing Problems in Villages 

The problems of sanitary engxneenng with reference to the 
needs of the village are next in importance Usually when one 
mentions the housing problem, one thinks only of urban housing. 
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and housing especially for industrial 1^3€>ur But it would hardly 
come as a surprise to people who know village life that housing 
in the villages is also a serious probleim, as the conditions preva- 
lent are a great source of danger to the health, efficiency and 
even morality of the people The houses in the villages may 
be divided according to their quality into three categories. First, 
there are houses which are well-built, fairly well-ventilated and 
with sufficient accommodation for men as well as cattle They 
are generally built of brick-masonry They are ’*owned by 
brahmins, banias, landlords, village officeis and such other mem- 
bers of the higher sections of the village community But even 
m these relatively commodious houses, occasionally cattle may 
be found sharing the same room with human beings, not for 
want of space, but because of a peculiai belief that the cattle 
need attention of the housewife at mght 

Next come houses which are of mud-masonry and have 
thatched or tiled roofs These are ill-hghted and ill-ventilated 
The whole family and even the cattle live m the same room 
except during the hot season These houses are highly insani- 
tary and unhygienic for human habitation Any attempt to open 
windows m them is resented The inmates have no vitality to 
withstand climatic changes, nor have they separate space either 
in the courtyard or a separate shed, where cattle may be stabled 
Usually, the kitchens are in the living room and m the absence of 
chimneys all the smoke hangs on in the living apartment for a 
considerable time The third class of houses are mostly those 
of the labourers and village menials They are small and flimsy 
structures of mud, dark and infested with flies and mosquitoes 
With the insanitary habits of the inmates these dwellings are more 
like village slums 

On the whole, there may be a few houses m our villages 
here and there which may be considered well-mamtained But 
viewed from the modern standards of sanitation and hygiene, 
the majority are certamly unfit for human habitation Usually 
these are huddled together, with very narrow lanes in between 
The manure pits and the refuse dumps are very near the dwelling 
houses and in many cases the uneven ground roundabout where 
filthy water aqgumulates is a perpetual source of malaria and 
other diseases kata azar and hookworm 
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Lest the people’s ^iisceptibilities should be touched, not 
much work was done by (jovemment agencies to improve hous- 
ing conditions The only work done was confined to the openmg 
of windows by the sanitary staff There were, however, a few 
exceptions, such as, in Gurgaon where excellent work had been 
done in this direction under the mspiration of Col Brayne The 
Bengal Land Revenue Commission’s Report observed that of the 
four provinces, Bengal, the Punjab, Madras and Uttar Pradesh 
visited by them, Bengal was the worst m respect of housing 
conditions On the other hand, Gurgaon (Punjab) was the best 
This proves the oft-repeated hypothesis that where sympathetic 
efforts are made and proper facilities are provided, people are 
not averse to improvements The mam handicaps are low 
vitality of the people, decadent social system and the limitation 
of financial resources 

It would be difficult to alter the housing conditions all at 
once It would require education and propaganda for a long 
time. This mdicates an entirely new line of approach to this 
problem To ensure successful and lasting results, the problem 
needs to be tackled from more than one side Education of the 
right type would have to be given to the villagers so that they 
may know the value of clean surroundings and sanitary living 
Possibly, m order to avoid congestion, house-planning together 
with strict enforcement of general rules of samtation through the 
Panchayats would be necessary. Under Indian conditions, the 
approach to this whole problem would be easier if services of 
female workers are enlisted for propaganda and instruction as 
they can mfluence the womenfolk concerned more effectively 
Better houses cost money and, so ultimately, the housmg problem 
gets linked up with the problem of raising rural incomes In 
the meanwhile, it would be necessary to enlist the active co- 
operation of the village panchayats so as to make the best use 
of local initiative and mterest. At the same time, Government 
must assist in the task of relievmg congestion and extending the 
village area In several cases it is difficult to acquire land for 
the extension of village sites, it takes years to decide conflicting 
claims and resolve objections from people to the acquisition of 
their lands There should be an expeditious p^Acedure for this 
question Along with this, the village people', particularly the 
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farmers, should be granted special fatties, (i) to enable them 
to live on the fields wherever possible, iii) for the creation of new 
hamlets m the “seem” area and (in) ]to provide land for cattle 
sheds CVada^'*) adjoining or near their houses where possible 
Rural Co-operative Housing Societies financed and otherwise 
helped by the Government should also be started 

Much attention has not been paid so far to village planning 
m India In some cases, there is a penalty imposed t>n farmers 
buildmg ''pucca'' houses m their fields This anomaly should be 
removed by grantmg a concession m land revenue for a certam 
number of years for the area occupied by such houses The ad- 
vantages of such a move are obvious from every point of view 
It would be an mcentive to a consolidation of holdmgs Special 
loans should be granted free of mterest to construct sanitary farm- 
houses on approved models m viUage areas also. 

In this connection, it is necessary to emphasise that engineers 
in India should specialise m the construction of rural houses with 
mud-masonry, bamboo and other cheap materials locally avail- 
able Several designs should be prepared for different climatic 
conditions and environments and made available to the Pancha- 
yats for guidance There are a number of qualified engineers m 
the cities, but it does not appear that they have so far seriously 
considered the problem of rural engineermg This is a commen- 
tary as much on our educational system as also on the attitude 
of Government to problems of welfare m village areas 

The improvement of housmg conditions m ruial areas is a 
task of great magnitude There are 54 million houses in rural 
areas most of which require to be rebuilt From the investigation 
of the housmg conditions m 1,848 sample villages by the National 
Sample Survey (11th round August, 1956 to January, 1957), it 
IS noticed that 60 per cent of the households rejjresentmg 58 per 
cent of the population lived in houses which were all kachcha, 
while another 16 per cent of the households representing 17 per 
cent of the population were putting up in almost kachcha struc- 
ture (kachcha plinth and wall with fabricated roof) as against 3 
per cent of households (3 per cent of population) in all pucca 
type of houses«r*Jurther, more than two-thirds of the households 
had only two rodms to live m (as much as 35 per cent m one 
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room) and average flooi^space per person was only 83 sq ft 
range varymg from 43 sq ft to 165 sq ft Bottom 20 per cent 
of households forming 24 ^per cent of population had the share 
of 15 per cent of rooms and 6 per cent floor space, as against 25 
per cent rooms and 47 per cent floor space occupied by the top 
20 per cent of households constituting only 15 per cent of the 
population, while lower fifty per cent of the households who 
formed 57^ per cent of the population had only 42 per cent of 
the rooms and 24 per cent of floor space to their credit Another 
distiessmg feature is that nearly 93 per cent of the households 
did not have any built-up latrine Only 3 per cent of the house- 
holds had the privilege of such latnnes for individual uses while 
about 2 per cent more used these in common with other house- 
holds ® 

The designs of houses m villages even for the privileged or 
better-off sections of the population do not provide for the mmi- 
mum requirements of light, ventilation and drainage The artisans 
and other village craftsmen live and work under conditions which 
are a senous impediment to the adoption of improved techniques 
The congestion which exists in the areas where the scheduled 
castes, and other backward classes reside is the worst This 
emphasises the need for finding additional sites for rearrange- 
ment of the village sites 

The prevailing housing conditions indicate the urgent need 
for a plan for every village which will provide for the improve- 
ment of rural housmg as a part of general rural development 
There are, however, certain specific measures which can be taken 
in the short period The problem of housing m rural areas does 
not call for a large financial outlay The bulk of the matenals 
used are locally available and there is considerable scope for 
voluntary co-operative labour and local community action The 
rural housmg p;:ogramme is, therefore, essentially in the nature 
of aided self-help programme m which education and guidance 
play a large part The two principal ways m which the State 
can assist m the improvement of standards of housing in the 
villages are (1) through the demonstration of model houses built 

5 The National Sample Survey Eleventh Round. August 1956 — ■ 
January, 1957, Number 51 — ^Tables with Notes on /^Tbusing Condition, 
Oovernment of India (1961), pp 6-10 
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in selected areas, and (2) building bettfT type of houses at a 
low cost within the means and resources readily available to 
them in the locality It is estimated tl}at the money cost of a 
house built with the villager’s own labour is not likely to exceed 
Rs 200 to Rs 300 per unit What the State can do, therefore, 
is to undertake pilot projects to construct such low cost units 
and disseminate information on the experiments made m cheap 
housing in the various parts of India In Puerto Rico ^ similar 
programme of aided self-help in housing has yielded good re- 
sults Conditions obtaming there are similar m many ways to 
those obtaming m this country The prmciple as practised m 
Puerto Rico may be usefully adopted m India m areas which 
offer scope 

^Progless During the Five-Yeat Plan Periods^' 

When the First Plan was launched, the housing programme 
was mainly directed towards housing for industrial workers and 
low income groups The programme was considerably expanded 
during the Second Five-Year Plan with the introduction of 
schemes of slum clearance and slum improvement, plantation 
labour housing, village housing and land acquisition and deve- 
lopment 

Improvement m housmg conditions in the villages has a 
manifold significance It raises the level of living, provides greater 
opportunities for work and is a vital element in the transforma- 
tion of rural life Yet, because of the magnitude of the problem 
and its inherent diflSculties, the task of improving housmg condi- 
tions m the villages had to be viewed during the course of the 
First Plan not as an isolated objective but as a part of the larger 
scheme of rural development Consequently, rural housing was 
considered to be an intrmsic part of community development and 
village planning It was agamst this background 4hat the speci- 
fic programme of village housmg scheme was introduced in 1957„ 
ley in the middle of the Second Plan 

The village housing scheme provided for selection of villages 
in group of four to six and the preparation of lay-out plans for 

6 This and theTT^owing paragraphs are based on the Report of the 
"Third Five-Year Plan, Op at, pp 693-696 
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these villages after cdj^ing out socio-economic surveys The 
implementation of lay-out plans and rebuildmg of houses was. 
taken up m stages so th^ the entire village might be remodelled 
in a period of 8 to 10 years Co-operatives for the manufacture 
of different building components were CH*ganised Assistance in 
the shape of loans up to 62| per cent of the cost of construction, 
subject to a maximum of Rs. 2,000 per house was given for 
buildmg ^p houses Loans were also given for carrying out 
improvements in the existing houses m accordance with the 
standards prescribed by the State Govenunents Provision had 
also been made m the scheme for acquisition of land required 
for streets, community buddings, new house sites and for thinnmg 
out densities, etc Research-cum-trainmg centres were established 
at SIX centres for promotmg research m improving local budding 
materials and construction techniques and for training personnel 
required for executmg the scheme The rural housing cells set 
up m the States for preparing lay-out plans and model designs, 
etc , have been further strengthened 

During the Second Five-Year Plan about 3,700 villages were 
selected and socio-economic and physical surveys of about 2,000 
villages were completed Lay-out plans of 1,600 villages were 
drawn and loans amounting to Rs 3 6 crores were sanctioned for 
construction of about 15,400 houses About 3,000 houses were 
completed and the remaining houses were under different stages 
of construction During the Second Plan, it is estimated that 
Rs 3 7 crores would be spent on rural housing The Third 
Plan has proposed to bmld 125,000 houses/tenements and an 
expenditure of Rs 12.7 crores is expected to be mcurred on 
village housmg,^ 

Working of the Rurcd Housing Scheme 

In the working of the village housmg scheme during the 
Second Plan, it has been observed that as a rule the project was 
taken up m isolated villages and not in groups of villages as 
was envisaged m the scheme The latter aspect is important 
because only when a small group of villages is taken up to- 
gether it IS possible to arrange to set up a brick-kiln or arrange 

7 Report on the Third Five-Year Plan, Op cii , p 681 
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for the supply of components on a ccyClperative basis to meet a 
contmumg demand. The full impact a housmg programme in 
a rural area by way of mcrease in employment and improvement 
m environmental conditions camot be obtained unless the pro- 
gramme IS undertaken systematically m groups of adjoining villa- 
ges The present practice is to prepare lay-out plans generally for 
selected villages. They provide for the extension of the village 
site, improvement of village streets, drainage and land for such 
common amemties as the village schools, the playground for school 
children and the Panchayat Bhavan However, not enough is 
being done in these directions and the available funds tend to 
be devoted mostly to the construction and improvement of a 
small number of houses It is, therefore, recommended that the 
first claim on the resources provided for the village housing 
scheme should be for the extension of the village site, improve- 
ment of roads and dramage and allotment of land for essential 
purposes of interest to the community as a whole The key 
to improved housmg is the availability of land for the extension 
of village site To the extent possible, the community itself 
through mutual arrangement should be expected to provide the 
additional land required However, for assisting the community 
to acquire land for providing house sites for agricultural workers 
and Harijans, it may be useful to provide for a limited measure 
of assistance It is suggested by the Planning Commission that 
the first place in the programme for improved village housing 
should be given to housmg for Harijans, agricultural workers 
and those sections of the community whose housing conditions 
are speaally deplorable For scheduled tribes and scheduled 
castes m particular, apart from funds available under the village 
housing scheme, assistance by way of subsidies is also given 
under the programme for the welfare of backward classes Pro- 
visions under the two programmes should, therefore, be used in 
a co-ordinated manner 

Designing of Rural Houses 

Rural housmg cells which have been set up m the States along 
with research-cum-traimng centres are engaged in designing houses 
suited to different parts of the country and mvolvmg the use of 
local materials "^rk in these directions should be intensified. 
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It has been observed there is frequently a temptation to 
resort to construction of houses on urban patterns constructed in 
brick and cement without^ explonng the possibility of using local 
materials to secure economy of construction costs and to ensure 
continuity of cultural traditions and background of the locality 
and functional requirements of rural life There is also inade- 
quate stress on community effort m improving roads and drain- 
age, contribution by way of land for the extension of village site 
and mutual aid in constructmg improved housing The scale 
of rural housing problem is so vast that provision of additional 
fund by itself, necessary as this may be, can produce a small 
impact In the mam, the problem is one of creating a widespread 
desire for better living, evolvmg practical methods for improving 
the village environment and building up houses at relatively 
small cost based mainly on co-operative self-help, community 
effort and contribution and use of local building matenals 

The Planning Commission emphasised that in the Third 
Plan the programme of rural housing should be linked up more 
closely with the different schemes of community development 
such as provision of water supply, roads, drainage, public health, 
education etc It is also necessary that rural housing activity 
should be effectively co-ordmated with other connected pro- 
grammes of rural development so as to ensure that villages 
selected under the village housing scheme derive the maximum 
benefit from the limited resources which are available, eg, the 
subsidy admissible under the programme for ameliorating the 
living conditions of scheduled castes and scheduled tribes should 
be made available to the members of these communities residing 
in the villages selected under the scheme Speaal attention 
should be given to the setting up of brick-kilns and local pro- 
duction of building components such as doors, windows, etc 
For this purpose it is recommended that co-operatives should 
be organised and they should be given technical assistance and 
materials such as wood, coal-dust, etc. 

VILLAGE WATER SUPPLY 

Another subject of equal, if not greater, importance to village 
life is supply of clean drinking water In ^ absence of this 
facility, people suffer from many diseases anu fall prey to epide- 
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mics like cholera A majority of villa^s has no adequate and 
protected water supply In some pla|es the water is contami- 
nated as the same source is used for prinking purposes as well 
as for washing, including the washing of animals In some cases, 
the natural supply is shoit, in others, there is lack of proper 
care The National Sample Survey conducted m 1956-57 re- 
vealed that 69 per cent of households representing 71 per cent 
of population used ordinary wells for drinking wafer, while 
another 22 per cent of households representing 21 per cent of 
the population depended on tanks, ponds, rivers and lakes as 
their principal source Only 1 per cent of households and 
population had the benefit of municipal water supply and only 
5 per cent of households and population could get tube-well 
water® Adequate arrangements for the supply of water needed 
for various purposes should be a primary responsibility of the 
local body in charge, and proper supervision in this respect by 
officials IS an obvious corollary of the same 

Problems of rural water supply vary from region to region 
and often within the same region In the First and the 
Second Plan rural water supply schemes have been taken up 
mainly under the programmes for community development, local 
development works and welfare of backward classes These are 
suppleihented by the national water supply and sanitation pro- 
gramme under Health which deals with the provision of water 
supply to groups of villages through works requiring major 
technical skill in design and construction The programme gives 
priority to areas of great water scarcity and salinity and those 
in which water-borne diseases are endemic The expenditure 
incurred on this scheme during the First and Second Plans is 
estimated to be about Rs 33 crores and 11,000 villages were 
provided with water supply through pipes ^ 

Surveys to ascertain the present state of rur^l water supply 
are bemg undertaken in a number of States Where such surveys 
have not been initiated, it is necessary to arrange for them so 
that for every State a correct assessment of the extent of the pro- 
blem may become available as a basis for detailed programme 

8 The National Sample Survey Eleventh Round August, 1956 — 
January, 1957, Nir^er 51, Op cit , p. 10 

9 Report on the Third Five-Year Plan, Op cit , p 654 
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to be implemented dunn'g^.the Third Five-Year Plan To achieve 
the objective of making suWlies of good drinking water available 
to most villages m the comtry by the end of the Third Five-Year 
Plan, It will be necessary not only to make an intensive ejflort 
but also to ensure that at every stage there is effective co-ordina- 
tion between agencies concerned in carrying out the programme of 
rural water supply at the district and block level and to mobilise 
local initisrtive and contnbution to the utmost Experience during 
the First and Second Five-Year Flans has shown that great care 
IS needed m preparmg technical designs and estimates of rural 
water supply schemes and keeping down their cost 

Under different programmes, a provision of about Rs 67 
crores is earmarked in the Third Five-Year Plan for rural water 
supply This includes Rs 35 crores for the village water supply 
programme, about Rs. 16 crores under the plans of the States under 
health, about Rs 12 to 13 crores under the commumty develop- 
ment programme and about Rs 3 to 4 crores under the pro- 
gramme for the welfare of the backward classes^® The greater 
part of the amounts provided for the village water supply pro- 
gramme is intended to be available for (a) backward areas, 

(b) areas not covered by the commumty development programme, 

(c) pre-extension blocks, and (d) blocks which have completed 
their first and second stage m the community development pro- 
gramme The village water supply programme is intended 
pnmarily to deal with the rural water supply at the village level 
As a rule, a ceiling of Rs 10,000 per village is proposed to be 
observed The public contribution is generally expected to be 
about 50 per cent, but this proportion may have to be modified 
m poor and backward areas or areas where technical conditions 
are unfavourable Schemes for groups of villages which involve 
provision of piped water supply and works of an engineering 
character are to be taken up by provisions under the health 
programme The village water supply programme during the 
Third Five-Year Plan is proposed to be undertaken at the block 
level through Panchayat Samitis and Village Panchayats, the 
funds being routed through the organisation at the block level 
It is proposed that there should be a broadly agreed programme 


10 Jbid 
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at the local level so that all the provi-c^Tons available for water 
supply may be effectively used | 

Along with rural water supply, greater attention is pioposed 
to be given to the programme of rural sanitation, specially to 
the sanitary disposal of excreta in villages during the Third 
Five-Year Plan Problems relating to the proper de- 
signs and construction of village latrines and the educational 
and organisational aspects of the programme for therr promo- 
tion have been recently studied The broad Imes of an action 
programme m this field may be said to be fairly well establish- 
ed Although in the beginning progress may be slow it is im- 
portant that m each development block, effort should be made 
to cieate greater awareness of lural sanitation problems and to 
introduce the use of sanitary latrines m schools and camps and, 
where possible, m individual houses It would facilitate intro- 
duction of latrines if the local sanitary inspectors are trained m 
castmg the latrme sets With the co-operation of the local peo- 
ple these latrines can be constructed at a fairly low cost If 
this work IS undertaken as a block programme it should be 
possible to achieve substantial results within a foreseeable 
period Health education is of course the most important aspect 
of the programme of rural sanitation. The advantages and con- 
venience of clean, odourless and cheap latrmes are obvious They 
are no less essential for conserving the fertilizer value of human 
wastes and enriching the soil 

ELECTRICAL ENGINEERING 

That electricity has had a great civilising influence on life 
needs hardly to be stressed It is a source not only of light but 
also of power It can be used for domestic as weU as industrial 
purposes As a motive power for agricultural operations and for 
village industnes, it can raise efihciency, increase earnings and thus 
improve the standard of hvmg in the rural areas 

Substantial progress has been recorded by the countries of 
Europe, including the Soviet Union and USA, in lural electrifi- 
cation Indeed in many countnes rural electrification is almost 
100 per cent, for instance, 98 per cent of farms in U S A receive 
central station sendee In Switzerland, Denmark and Belgium 
more than 90 per ^nt rural households and farms are supplied 
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With electricity In contrast, India and other countries of Asia 
excluding Japan, have tol go a very long way before they can 
catch up with the Westemf countries in the sphere of rural electn- 
fication In fact, it is not only in rural electrification but in the 
total electric power generation that India and the countries of 
Asia lag very much behind the Western countries Electricity 
output in the ECAFE region, which comprises majonty of the 
countries pf Asia including Japan, accounted for only 6 4 per cent 
of the world’s output in 1959 Even this output was largely due 
to the contribution of Japan which accounted for 75 per cent 
of the total electncity generation in the ECAFE region 

The use of electric power in the lural areas will enable the 
development of the economy on a decentralised basis As the 
Village and Small Scale Industnes Committee (popularly known as 
the Karve Committee) rightly pointed out, “both the physical and 
economic aspects of the decentralised yet progressive economy 
are vitally dependent on the availability of cheap power in rural 
and some urban areas One of the most important factors in 
transforming Indian economy into a progressive and yet decentra- 
lised and co-operative structure is the spread and use of electric 
power all over the country If the objective of raising the 
standard of living of the common man is to be achieved, the pro- 
blem to be solved is how to produce more wealth in agriculture 
and industry and to provide greater opportunities for gainful 
employment It may be necessary to provide mechanical aid fo. 
intensive cultivation, particularly for lifting water from under- 
ground sources and to increase industrial production The need 
for resuscitating the cottage mdustries to provide remunerative 
employment for the agriculturist during the off-season is urgent 
In all these tasks extension of power to rural areas will be a 
powerful aid The experience of Japan shows that once power 
IS extended to^rural areas, industries are likely to spring up and 
bridge to some extent the gulf that separates the urban and the 
rural areas It would, m addition, promote rural welfare by 
providing an environment equal in comfort and convenience to 
that enjoyed in urban areas where higher wages and more com- 
forts of life are available Thus, it will be seen that extension 

11 See Report of the Village and Small Scale industries Committee, 
Government of India (1955), p 23 
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of power to rural areas is likely to alter considerably socio- 
economic conditions of the villages aijd create appropriate base 
for building up a new socio-economic^j order, based on the prin- 
ciples of democratic decentralisation 

It has been a settled policy of most of the Governments in 
the world to make electricity as cheap as possible and to extend 
its uses In order to reduce the cost of generating electricity they 
have eliminated small uneconomic installations and introduced 
the big power stations linked up in a grid so that wide areas can 
be reached and power supplied at a low cost 

In India hardly any progress was made m extending electu- 
fication to rural areas before Independence The first attempt 
at rural electrification was made in the Stale of Mysore about 
the year 1929 followed by Madras State in 1931 Uttar Pradesh 
was the next to go into the field The grid system in that State 
supplied hght to several villages and power has also been used to 
run some small fllour mills and similar plants In the Mysore 
State an attempt was made to supply power foi lift irrigation 
from wells With the completion of the Pallivasal project in 
1940 the former State of Travancore-Cochin came into the picture 
Yet m 1951, when the First Five-Year Plan was launched only 
3 310 localities having a population of less than 20,000 each had 
electric power facilities This formed only 0 72 per cent of 
the total number of such localities which numbered 5 60,522 
Even among the medium size towns, containing a population 
between 20,000 and 50,000, only 240 were electrified out of a 
total of 401 

Government Policy 

This unsatisfactory position m rural electrification was pri- 
marily due to lack of interest on the part of the Government in 
developing electric power in this country The treatment of 
electricity as a matter of public concern had passed through 
many vicissitudes “The Government of India seem to have 
become aware of it for the first time in 1905 when a circular 
letter was issued by it to the Provincial Governments Thereafter 
both the Provincial Governments and the Central Government 
seem to have lapj^d into inacti||ty They woke up when the 
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urgency of active interest in electricity was emphasised by the 
Report of the Indian Indlistrial Commission published in 1918 
and the Report of the Inijlian MumPons Board which came out 
a year later Even thereafter no efforts were made to develop 
the power resources and a hydrographic survey that was under- 
taken m 1919 on the recommendation of the Industnal Commis- 
sion was wound up m 1923, as it was found that the Act of 1919 
did not permit the Central Government to spend its revenues 
on matters outside its field of administration 


Progress of Rural Electrification 

After Independence and particularly with the commencement 
of the planned development of the country, the need for exten- 
sion of electricity to rural areas has been increasingly realised 
and some progress has been recorded during the First and the 
Second Five-Year Plan periods The progress recorded durmg 
the First and the Second Five-Year Plans as well as the pro- 
gramme of rural electrification fixed for the Third Five-Year 
Plan is given m Table I As against the target of 43,000 towns 
and villages to be electrified by the end of the Third Five-Year 
Plan, the total number of towns and villages electnfied increased 
to 31,979 in 1962-63 “ 

Dunng the World War II period and after the attainment 
of Independence there has been a great demand for electncity 
in the States for agncultural uses, particularly for tube-well pump- 
ing As a part of the Grow More Food Campaign pumpmg units 
were installed on rivers or wells It was recognised that electnc 
power would go a long way in the large scale development of 
tube-wells or lift irrigation from rivers or open wells There has 
been a continuous nse in the consumption of electricity for irnga- 
tion as also m the number of consumers This can be seen from 
the following figures From 64 milhon kdowatt hours in 1939 
consumption for irngation rose to 93 million kilowatt hours m 

12 Indian Information, November 15, 1943 

13 The Third Plan Mid-term Appraisal Op cit 106 
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Table I 


TOWNS AND VILLAGES ELECTRIFIED IN INDIA 


Population range 

Total 
number 
accord- 
ing to 
1951 
Census 

1 

Numbf^r 
electri- 
fied by 
March 
1951 

Number 
electri- 
fied by 
March 
1956 

Number 
electri- 
fied by 
March 
1961 

Number 
to be 
electri- 
fied by 
March 
1966 
(Esti- 
mate) 

Localities having population 
o-ver 1,00,000 

73 

49 

73 

73 

73 

Localities having population 
between 50,000 to 1,00,000 

111 

88 

Hi 

HI 

m 

Localities having population 
between 20,000 to 50,000 

401 

240 

366 

399 

40! 

Localities having population 
between 10,000 to 20,000 

856 

260 

350 

756 

856 

Localities having population 
between 5,000 to 10,000 

3,101 

258 

1 200 

1,800 

3,101 

Localities having population 
less than 5,000 

5,56,565 

2,792 

5,300 

19,861 

38,458 

Total 

5,61,107 

3,687 

7,400 

23,000 

43,000 

Source Report on the 

Third Five-Year Plan, Op 

cit » p 

404 


1945 and to 203 milhon kilowatt hours in 1951 Electricity con- 
'sumption for irrigation m India since 1955 is shown in Table II 


Table II 

ELECTRICITY CONSUMPTION FOR IRRIGATION 
DURING 1955-61 


Year 


Quantity consumed (m million kWhlf 


1955 

25f803 

1956 

316 180 

1957-58 

565 817 

1958-59 

583 482 

1959-60 

727 026 

1960-61 (estimate) 

836 0 


Somce Report^ on the Third Five-Year Plan, Op cit , p 424 
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It may be noted that between 1955-61, electricity consump- 
tion has risen by 228 per cent Thus it will be seen that there 
has been a continuously increasing demand for power for irriga- 
tion m India and this is likely to continue for quite some time 

Obstacles to Rural Electrification 

While it IS desirable and necessary to extend power facility to 
ruial areas it has to be noted that the mam impediment to lapid 
progress in rural electrification is the problem of making power 
supply available to small units spread over long distances m our 
country The volume of investment required to make power 
supply available to a village is relatively high ranging from about 
Rs 50,000 to Rs. 70,000, if we take into account only the outlay 
to be made on transmission and distiibution, if generation costs 
are to be added the investment required would range from about 
Rs 77,000 to Rs 97,000 or more However, it is possible to 
bring down the capital cost of rural electrification by about 20 
to 25 per cent without impairing efficiency by adopting suitable 
measures such as use of wooden poles for line supports and alu- 
minium wires for conductors and adoption of reduced factors of 
safety Apart from this high cost of supply, the fact that rural 
commumty is scattered over a vast area and is steeped in poverty, 
restnets the effective demand in a given area to below economic 
level It IS this that restricts the large scale extension of electri- 
fication to the countryside While electricity is put to a wide 
variety of uses m the rural areas of the developed countries, m 
India as in other under-developed countries it has been so far 
applied only for a limited range of activities The small sized 
agricultural holdings and the low standard of living of the vast 
majority of the rural population with their limited capacity for 
savings have been the chief hmitmg factors So far it has been 
found that in India power has been applied to the following uses 
(1) domestic lighting, (2) pumpmg (liftmg of water for purposes 
of irrigation and domestic consumption), (3) processing of agri- 
cultural products, (4) preservation of perishable products like fish 
and their processing, (5) cottage and small scale industries, 
(6) commumty radio sets, and, in a few cases, domestic radio sets 

This limited application of power results m low level of power 
consumption and seasonal character of loads,^especiaUy m agri- 
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culture Consequently the load factor^* is low and the available 
generating capacity is not fully utilised With a view to improv- 
ing the load factor it is essential that different types of economic 
activities in each district requiring the ^use of power should be 
developed in a co-ordinated manner This object can be secured 
through a carefully formulated development programme for each 
area covering activities m different fields of development such as 
minor irngation, service facilities for equipment, and village and 
small industries There should be forward planning for rural 
electrification over a period of two or more years ahead of taking 
up the work so that simultaneous action is initiated in other sec- 
tors also To facilitate the drawmg up of definite schemes for 
utilisation of power as part of the district development plan. 
State Electricity Boaids should indicate in advance to the district 
agencies concerned their estimates of the amount of power likely 
to be available for rural areas and small towns year by year It 
IS desirable that where facilities for extension of electricity exist 
or are likely to be available, small committees should be set up 
to plan and advise on rural development programmes This pro- 
gramme should be worked out in sufficient detail and with the 
necessary phasing in terms of limited areas, such as a small town 
and Its neighbourhood or a group of villages which have a com- 
mon source of power and can, therefore, develop on the basis of 
well-conceived economic development programme These district 
plans should be implemented as part of the State plans so that 
development of rural electrification keeps m step with the pro- 
gramme for additional generating capacity 

As regards supply, it may be pointed out that supply from 
a large grid has many advantages over that of a local generating 
set In India, rural electrification has made more headway in 

14 Problems of load factor arise in an electricity undertaking because 
the demand for powei fluctuates sharply during the day^ the month and 
the year and electric energy cannot be stored in any significant quantities 
For instance, there is little demand for powei during the early morning 
hours As householders begin turning on their appliances and as indus- 
tries start their machineries load increases to a peak at about 11 am 
and falls off again during the lunch hour when factories and other esta- 
blishments switch off their machinery It usually rises again to. an aftei- 
noon peak to fall off again during the night The load factor may be 
defined as the ratio of number of kilowatt hours supplied during a given 
penod to. the number that would have been supplied had the maximum 
demand been maintailied throughout the period 
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those States where large hydro-gnds are operating The States 
of Madras, Punjab, Mysore and Kerala have, for instance, elec- 
trified more villages than most other States of the Indian Union 
But natural resources aref not distributed evenly and, therefore, it 
may not be possible to develop grids to provide power to all 
places The distance from the centre of rural distribution to the 
point of supply on the grid is a factor of considerable influence 
Local generation may also be necessary because the grid system 
may be already overloaded and is unable to meet the additional 
demand of power In this connection it may be noted that there 
are not many large high-tension giids at present in the country 
and the few that do exist are unable to meet the increasing de- 
mands m their present areas of supply. It may be necessary, 
therefore, that m the early stages of rural electrification pro- 
gramme, local generation may have to be provided until such 
time as may be necessary for the completion of the big multipur- 
pose river valley schemes and other power schemes 

Local generating sets may also be availed of in the initial 
stages as pilot schemes with a view to accustoming the local 
papulation with the use of electricity and enabling them to 
realise the mamfold benefits of electricity As the demand foi 
power IS likely to be small m initial stages it may be advan- 
tageous to install small generating sets to provide supply for 
a group of villages When the load demand becomes larger 
the generatmg sets may be shifted to other areas and this centre 
may be connected with the nearest gnd system In India 
several hundred such local sets are operatmg at present Under 
the Colombo Plan, Canada has provided 249 diesel sets of 
capacity ranging from 25 kW to 100 kW with the connected 
switch gear and accessories These have been installed m 
various States with the help of certain essential matenals like 
supports, msulators, conductors, etc , supplied by the U S.A 
under the Tecnnical Co-operation Mission programme How- 
ever, it has to be noted that under the existing circumstances 
and the present state of techmque, supply of power to rural 
areas by local generatmg diesel sets can only be used for short 
periods to build up loads, for the cost of power generated by 
such plants is generally higher than that of power generated in 
grids, and therefore rural consumers would aot be encouraged 
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to use power on any significant scale unless it is heavily sub- 
sidised ^ 

However, there are a number of isAlated areas where small 
hydro-plants of 10 kW to 100 kW each can be set up at 
modest cost Small hydro units up to 100 kW capacity are 
now bemg manufactured m the country In the long run they 
will be more economical than diesel sets and relatively easy 
to maintam and wiU not mvolve foreign exchange for their 
procurement or operation A cell has been set up m the Cen- 
tral Water Power Commission for imtiatmg and assistmg in 
field surveys and in installation of such plants This aspect of 
power development is of special impoitance m hilly areas As 
regards steam driven power plants, experience m India has 
shown that steam plants of below 500 kW capacity would not 
be economical in operation As a matter of fact, in India there 
are few such plants of less than 1000 kW capacity operating to 
provide power for public supply The present practice m India 
IS to install plants of 3000 kW and above Unless the present 
day techniques are improved considerably, which does not ap- 
pear to be possible m the foreseeable future, economic conside- 
rations come m the way of establishing steam plants in rural 
areas m large numbers 

Rural electrification projects may be conceived of and im- 
plemented m three ways (1) State or any other public autho- 
nty may diaw up schemes and implement them, covering the 
deficits incurred by such schemes from the general tax revenue 
of the State or by levying tax on urban consumers of power 
(2) People’s mstitutions such as electric co-operatives may be 
specially organised for the purpose or the existing mstitutions 
such as Fanchayati Raj institutions may be encouraged to im- 
plement the schemes, the State guaranteemg to meet deficits in 
the early stages of operation of the scheme (3) By undertakmg 
to pay any outright subsidy or grant or by any other suitable 
method of payment, the State may encourage private undertak- 
mgs (Pubhc Limited Companies) to extend power to rural areas. 
All these methods of implementation may he followed depend- 
mg on circumstance.^ prevailmg in a particular area 
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In this connection it is interesting to note what the United 
States Federal Government have done to popularise the use of 
electricity on farms T|ie Federal Government’s Rural Electri- 
fication Administration evolved a scheme by which power com- 
panies were financed to extend their operations to rural areas 
Without such assistance from Government, the companies were 
unwilling to extend their operations from a concentrated area of 
supply to unconnected and diffused receiving points Under the 
Rural Electnfication Act, 1936, self-liquidatmg loans for a 
period not exceeding 25 years could be granted to persons or 
institutions for the purpose of construction and operation of ge- 
nerating plants, transmission lines and distribution lines, for the 
supply of electric energy to persons in rural areas not receiving 
central station services The Act also provides that loans may 
be granted for the building of required premises and the acqui- 
sition and installation of electrical and plumbing appliances and 
equipments All loans bear interest, the rate for any year be- 
ing the average rate of interest paid by the Federal Government 
on its obligations not maturing for 10 or more years and issued 
m the preceding year The rate of interest thus charged comes 
to about 2 7 per cent The Reconstruction Finance Corpora- 
tion has been authorised to make advances from 40 milhon dollars 
to 100 million dollars a year The Rural Electnfication Adminis- 
tration has now been made a permanent body The number of 
farms served by electricity increased from 10 per cent in 1930 
to almost 100 per cent m 1960 



Chapter XIX 
SOCIAL SERVldiES 

A review of Indian rural life would be incomplete without 
outlining the scope and developments achieved m the sphere of 
social services Social services would include education, medi- 
cal care and public health, housing and other aspects of social 
welfare An mcreasmg amount of expenditure is being devoted 
to providing various social services This has a wider objective 
of correcting the maladjustments in the piesent economic system 
and raising generally the levels of living of the community It 
IS now widely recogmsed that expenditure incurred on social 
services is a direct mvestment m human capital which is a neces- 
sary requisite for speedy economic growth Expenditure on 
social services helps to remove social inertia, ignorance, indif- 
ference and apathy arising from them which subsequently prove 
bottlenecks m the rapid economic growth 

Between 1950-51 to 1962-63 expenditure on education, medi- 
cal care and public health has increased m Indian States from 
Rs 84 crores to about Rs 357 crores Table I gives the details 
of this expenditure for the States 

EXTENSION OF SOCIAL SERVICES 

There has been a radical change in the aims and scope of 
State policy in respect of social services since Independence 
Prior to this, the main concern of the Government was external 
defence and internal security In matters of positive economic 
and social reform, the key-note of policy was laissez faire The 
recurrence of fammes m the nineteenth century, however, com- 
pelled the Government to undertake relief mea^res and pro- 
gramme of civil works on an extensive scale from time to time 
The general attitude cf passivity towards economic reforms had 
to be shaken off on account of pressure of developments both 
within the country and abroad which followed the development 
of liberal thought The introduction of Diarchy m 1919 fur- 
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Table I 

EXPENDITURE ON SOCIAL SERVICES INDIAN STATES 1950-64 
f (Rs crores)i 


Year 

Education 

Medical 
and Public 
Health 

Total of 
Columns 
(2) and (3) 

(1), 

(2) 

(3) 

(4) 

1950-51 

58 0 

261 

841 

1951-52 

60 3 

29 2 

89 5 

1952-53 

68 9 

31 8 

100 7 

1953-54 

74 8 

33,5 

108 3 

1954-55 

86 3 

37 5 

123 8 

1955-56 

104 1 

47 2 

1513 

1956-57 

1134 

47 5 

1609 

1957-58 

1304 

516 

182 0 

1958-59 

147 2 

57 9 

2051 

1959-60 

1709 

68 0 

238 9 

1960-61 

195.4 

80 8 

276 2 

1961-62 

234 6 

940 

328 6 

1962-63 

2505 

106 8 

357 3 

1963-64 (R E) 

276 2 

113 1 

389 3 


Source Reserve Bank of India Bulletin, Vol VII, No 5, May, 1953,. 
pp 383 and 392, Vol XIII, No 6, June, 1959, p 679, Vol XVII, No 4, 
Apnl, 1963, p 453,. and Vol XVIII, No 5, May, 1964, p 593 


ther strengthened the popular demand for enlarging the nation- 
building activities Little, however, could be achieved smce the 
popular ministries had no control over the finances The intri- 
cacy of allotment of revenue between the Centre and the Pro- 
vinces was still another factor hmdermg wider extension of social 
services The political and administrative set-up of India tdl 
the attainment of Independence left little scope for the develop- 
ment of social services and progress recorded in this sphere was 
meagre relatively to the needs of the country and to that attamed 
m other countries 
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Since the advent of Independence, the allocations for social 
services have increased progressively During the First and the 
Second Plan penods, the total expenditure on social services 
amounted to Rs 1,289 crores The outlay provided in the Third 
Plan IS Rs 1,300 crores^ Expenditure on vital services like 
education, health and housmg is regarded as of a high priority 
and an attempt has been made in the three Five-Year Plans to 
implement, to the extent possible, the directives of the Constitu- 
tion m this regard Limitations of resources, both mtemal and 
foreign, however, stand m the way of a more rapid advance Since 
1951-52 whereas expenditure on development has gone up about 
four-fold that on social services has been about doubled 

HEALTH SERVICES AND MEDICAL RELIEF 

The control of contagious diseases and prevention of epide- 
mics has attracted more attention than any other welfare activity 
because of their wide mcidence and frequent recurrence m the 
country Medical services m our country were originally de- 
signed to protect the health of the army and foreign personnel 
serving m the country Till 1870 they were mtended to im- 
prove, primarily, the health of the mihtary and only secondarily 
that of the general population The heavy mortality m times 
of fammes and the outbreak of plague, malaria, etc . necessitated 
more active measures at the begmnmg of the present century 
but almost till the Reforms of 1919 the efforts were confined, 
more or less, to the promotion of sanitation by makmg it one 
of the most important duties of the local bodies Progress was 
very slow even m this limited direction The Reforms of 1919 
transferred the responsibility of the administration of local me- 
dical and public health to the Provincial Governments This 
considerably widened the field of activity, but the quality of 
work stiU suffered from the weak control of the Provincial au- 
thorities over the local bodies to whom the work was entrusted 
The result was that only a fraction of the ground could be 
covered by these provisions Even in urban areas where the 
improvements are more marked than m the rural parts, the level 
of health services continues to be low 

1 Report on the Thi)d Five-Year Plan Op cit , pp 44 and 58 
1-32 
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The public health service is highly inadequate considering 
the needs of the rural masses Table II gives the ratio of medi- 
cal personnel to population available in India m 1960-61 


Table II 

RATIO OF MEDICAL FACILITIES TO POPULATION IN 1946 
AND 1960 IN INDIA 


f 

1946 

1960 

No 

Ratio 

No 

Ratio 

Hospital and Dispensarip 

7,400 

1 40,000 

12,600 

1 35,800 

Beds 

1,13,000 

024 per 

1,85,600 

040 per 



1,000 


1,000 

Doctors 

47,524 

1 6,300 

88,000 

1 4,850 

Nurses 

7,000 

1 43,000 

30,000 

1 14,300 

Primary Health Centres 

Nil 

Nil 

2,800 

1 70,000* 


"“Population which the existing institutions actually serve 


Source Report of the Health Suivey and Planning Committee 
(August, 1959 — Octobei, 196D, Vol 1, Ministry of Health, Government of 
India (1962), p 72 

In 1960-61, hospitals and dispensaries totalled 12,600 with 
1,85,600 beds The number of beds per 1,000 population was 
0.40 as against 2 per 1,000 recommended by the Shore Com- 
mittee^ Besides, there were 2,800 primary health centres and 
4,500 maternity and child welfare centres These can at best 
treat annually only a fraction of the population, the bulk are 
thus left to avail of whatever assistance, qualified or otherwise, 
they can secure locally In 1946, there was 1 doctor to 6,300 
persons in India as compared with 1 doctor to 1,000 persons m 
the United Kmgdom Even in 1960 the ratio of doctors to 
population remained at 1 4,850 in spite of the expansion in 
training facilities for doctors 

Health services are concentrated laigely m urban areas 
owing to lack of amenities and gainful employment m rural 
areas Nearly 75 per cent of doctors are in urban areas The 

2 Report of the Health Survey and Develop^aent Committee, Vol II. 
Government of India (1946) 
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findings of the National Sample Survey^ are pertinent in this 
connection When the distribution of doctors between rural and 
urban India is considered the picture looks ^ disconcerting While 
the vast majonty of Indian people live in villages, the distribu- 
tion of qualified doctors as between rural and urban India is 
just the inverse of the distribution of people as between these 
two sectors According to this study, there was one allopath 
doctor for each 45 villages, one homeopath doctor fo^r each 36 
villages and one ayurvedic doctor for each 21 villages The 
average distance of hospitals from sample villages was 13 8 
kilometres (8 6 miles) as indicated by the twelfth round of the Na- 
tional Sample Survey Specialised services at present are avail- 
able in hospitals and polyclinics in metropolitan towns and large 
cities which are not easily accessible to the rural population on 
account of difficulties of communications and transport facili- 
ties m the rural areas Even in the existing Local Board dis- 
pensaries and such other centres, difficulties are felt m securing 
doctors to man them. The basic difficulty m extendmg health 
services lies in the lack of trained personnel Even the existing 
institutions did not have their full complement of personneL 
Shortage of teachers m the medical colleges has persisted The 
number of teachers required during the Third Five-Year Plan 
IS estimated at 2,600 against the original estimate of 2,000 

Health Programmes 

In the Third Five-Year Plan an outlay of Rs 342 crores 
has been provided for different health programmes. About one- 
third of It is earmarked for the programme of urban and rural 
water supply and sanitation The overall target for the Third 
Five-Year Plan is the establishment of 2,200 additional primary 
health units, 2,000 more hospitals and dispensaries and 54,500 
additional beds, raismg the total number to^ 5,000 pnmary 
health units, 14,600 hospitals and dispensanes and 2,40,100 
beds^ The number of beds has gone up by 7,670 to 1,93,270 

S The National Sample Survey Tenth to Twelfth Round December, 
1955- August, 1957— Report on Indian Villages (A Study of Spme Social 
and Economic Aspects), Government of India (1961), pp 20-21 

4 Ibid, p 9 

5 Report on the '^'hird Five-Year Plan, Op at , p 653 



524 


THE INDIAN RURAL PROBLEM 


m 1961-62 and is estimated to have been about 2,02,000 in 
1962-63 ® The number of medical colleges which was 30 m 
1950-51 mcreased to 57 Ati 1960-61 and it is proposed to raise 
the number to 80 in the Third Five-Year Plan In 1962-63, the 
number of medical colleges increased to 71 ^ Steps axe being 
taken to augment the supply of teachers in medical colleges 
The number of dental colleges increased from 4 to 10 within the 
decade of the first two Plans. Annual admissions were almost 
doubled It is proposed to raise the number of dental colleges 
to 14 and annual admissions to 400 The number of annual 
admissions to medical colleges too was raised to 7,820 in 1962- 
63 as compared to 5,800 m 1960-61 and 2,500 towards the be- 
ginning of 1950-51 Maternity and child health centres are pro- 
posed to be increased from 4,500 in 1960-61 to 10,000 in 1965- 
66 The number of nurses has increased from 15,000 m 1950 
to 27,000 in 1960 and the number of framing mstitutions for 
nurses increased from 206 in 1951 to 270 in 1958® The number 
of training mstitutions for other nursing personnel like auxihary- 
nurse-midwives, health visitors and dais increased from 229 m 
1951 to 535 m 1958 

Concerted programmes for sanitary reform, village plan- 
ning and housmg conditions are in their first stages over the 
major part of the rural India The provision of protected 
water supply and samtary methods of excreta disposal is a basic 
requirement m the prevention of diseases and morbidity in the 
community which Jargely arises from water-borne and allied 
diseases Work on control of communicable diseases including 
malaria, filaria, tuberculosis, trachoma, smallpox, goitre, leprosy, 
etc , have been undertaken on a large scale m the Third Five- 
Year Plan. Malaria has been eradicated from vast areas under 
the National Malana Eiadication Scheme both in rural and 
urban areas About 183 million persons were tested under the 
BCG vaccination campaign and 64 million vaccinated Special 
emphasis is laid on eradicatmg smallpox during the Third Five- 

6 The Third Plan Mid-term Appraisal, Op cit , -p 161 

7 Ibid 

8 Report of the Health Survey and Planning Committee (August, 1959 
— October, 1961), Vol I, Op cit , p 67 
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Year Plan through, vaccination campaigns A beginning with 
health msurance has been made by providmg medical facilities 
for mdustnal workers under the Employees’ State Insurance 
Scheme and for the Central government employees under the 
Contributory Health Service Scheme first introduced m Delhi 
In the sphere of nutation, diet surveys were undertaken at the 
mstance of the Indian Council of Medical Research The sup- 
ply of wholesome milk is given increasing attention particularly 
in large cities About 1.100 rural and 549 urban fa mil y plan- 
nmg clmics were set up during the Second Plan During the 
first two years of the Third Five-Year Plan, 660 rural and 209 
urban clmics were added, bnngmg the total number of clinics 
to 3,005 (2,039 rural and 966 urban) A total of 8,200 family 
planning clinics are proposed to be established by the end of 
the Third Plan. 


EDUCATION 

Education is m many ways the most important of social 
services It mcreases the capacity of the people to participate 
intelligently m public affairs Education is a vital element m 
the development of individuality, it is also an instrument for 
fostering and strengthening socially useful skills, habits and 
attitudes and creates bonds of common citizenship Education 
IS an essential factor m achieving rapid economic development 
and techmcal progress and m creating a social order founded 
on the values of freedom, social justice and equality of oppor- 
tunities The higher the standard of education, the better the 
results of other social services In 1950-51, only 19 2 million 
children m the age-group 6 to 11 were receiving primary educa- 
tion Provision of facilities for schoolmg of children in the age- 
groups 6 to 11 and 11 to 14 was available for 3 1 million and 
1 2 million m the respective age-groups The growth of educa- 
tional facilities smce 1950-51 and the targets se? for the Third 
Five-Year Plan are shown in Table III 

Over the decade 1951-61, the number of students increased 
from 23 5 million to 43 5 million The mcrease m the number 
of pupils in the age-group 6-11 was 79 per cent, in the age- 
group 11-14, 102 per cent, and m the age-group 14-17, 139 per 
cent. The proportion of children in these groups attendmg 
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Table III 


PROGRESS OF EDUCATION DURING THE FIVE-YEAR PLANS 


Stage and Age-group ^ 

1950-51 

1955-56 

1960-61 

1965-66 

Targets 

Primary (6-11) 

Enrolment (lakhs) 

1915 f 

251 7 

343 4 

496 4 

Percentage of the age-group 

42 6 

52 9 

61 1 

76 4 

No of Pnmary Schools 

2,09,671 

2,78,135 

3,36,000^^ 

4,15,000 

Middle (11-14) 

Enrolment (lakhs) 

312 

42 9 

62 9 

97 5 

Percentage pf the age-group 

12 7 

16 5 

22 8 

28 6 

No of Middle Schools 

13,596 

21,730 

41,000* 

57,700 

Secondary (14-17) 

Enrolment (lakhs) 

12 2 

18 8 

291 

45 6 

Percentage of the age-gioup 

53 

78 

11 5 

15 6 

No of Secondary Schools 

7,288 

10,838 

16,988* 

21,800 

Total (6-17) 

Enrolment (lakhs) 

234 9 

313 4 

435 4 

639 5 

Percentage of the age-group 

25 4 

32 1 

39 9 

50 1 

Total No of Schools 

2,30,555 

3,10,703 

3,93,988* 

4,94,500 


Source Report on the Thud Five-Year Plan, Op cit , pp 514-515 

*Third Five-Year Plan Progress Report 1961-62, Planning Commis- 
sion, Government of India (1963), p 148 


schools rose respectively from 43 to 61 per cent, from 13 to 23 per 
cent and from 5 to 12 per cent During the Third Five-Year Plan 
penod, the total number of pupils at school is expected to go 
up by 20 4 million — 15 3 million m the age-group 6-11, 3 5 mil- 
lion m the age-group 11-14 and 16 million in the age-group 
14-17 

There is however a glaring disparity in the percentage of 
enrolment of boys and girls In 1960-61, about 80 5 per cent 
of the boys m the age-group 6-11 were m primary schools as 
against about 40 4 per cent of the girls At the middle school 
stage, as agamst 34 per cent of the boys only about 11 per cent 
of the girls m the age-group 11-14 were at sohool At the secon- 
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dary stage, girls constituted less than one-fifth of the total num- 
ber attendmg schools As a result, the number of qualified 
women available for the posts of teachers, nurses, giam sevikas, 
social education organisers, etc, is inadequate 

It will be seen from Table III, during the decade 1950-61, 
the number of schools mcreased by 71 per cent from 2,30,555 
to 3,93,988, the increase m the number of primary schools was 
60 per cent, m middle schools 200 per cent and in high schools 
133 per cent^* In 1960-61, there were 5,000 balwadis The 
number of childien enrolled in pre-primary schools mcreased 
from 28,000 in 1950-51 to 75,000 in 1955-56 and is estimated to 
have gone up to 3 lakhs m 1960-61 Progress in basic educa- 
tion at the primary stage is reflected in the number of junior 
basic schools and senior basic schools The number of junior 
basic schools almost doubled during the last decade In 1960- 
61, their number was 64,000 The numbei of senior basic 
schools increased from 351 in 1950-51 to 14,000 in 1960-61 
The enrolment of boys and girls at primary and middle school 
stage increased to 464 3 lakhs m 1961-62" Reorganisation of 
secondary education has mainly taken the form of conversion 
of high schools into higher secondary schools, establishment of 
multi-purpose schools providing for a variety of courses. The 
number of secondary educational institutions, including higher 
secondary schools and multi-purpose schools, mcreased from 
16 988 in 1960-61 to 19,235 in 1961-62 The total number of 
students enrolled in secondary schools m 1962-03 was 39 35 
lakhs In 1962-63, there were 54 umversities and 1,283 arts, 
science and commerce colleges, the total enrolment in the latter 
being 10 60 lakhs The proportion of students taking science 
courses increased from 33 per cent in 1955-56 to 34 per cent in 
1960-61 and to 36 per cent in 1962-63 ” The Third Plan en- 
visages that of the mcrease of 4 lakh students -iil the university 
stage, about 60 per cent would be in science classes, bringing the 

9 See Third Five-Year Plan Progress Report 1961-62, Op cit 

10 Ibid 

11 The Third Plan Mid-term Appraisal, Op eii , p 154 

12 Third Five-Year Plan Progress Report 1961-62, Op cit 

13 The Third Plan Mid-term Appraisal, Op cit , pp 155-156 
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percentage of students taking science coui^es to over 42 While 
facilities for education are, in general, less than adequate, those 
for women’s education are even more unsatisfactory 

The Report of the Sargent Committee on Education (1944) 
visualised a national scheme suited to the mmimum requirements 
of the country The estimated cost of the scheme at the end 
of 40 to 50 years when it was expected to be fully established, 
was Rs 313 crores, of which Rs 277 crores weie to be drawn 
from pub"^iic funds The inadequacy of the level of expenditure 
on education visualised by the Sargent Committee becomes ob- 
vious when It IS compared with the actual expenditure of Rs 
300 crores inclined m 1959-60, of which about 67 per cent came 
from Government Current programmes on education draw 
heavily upon the deliberations of the Secondary Education Com- 
mission established in 1954 and the University Education Com- 
mission in 1949 

The outlay on education pioposed in the Third Five-Year 
Plan is Rs 560 crores, which is 7 per cent of the total Plan 
outlay Besides this, Rs 126 crores are provided under medical 
education, vocational training and agricultural education The 
Centre has been financing education programme to an increasing 
extent since the beginning of the First Five-Year Plan, its share 
havmg mcreased from 4 6 per cent in 1950-51 to 11 9 per cent 
in 1959-60 School buildings are being expanded and new con- 
structions taken m hand The scheme of compulsory education 
has been introduced in several States and in 1958-59, 57,000 
villages and about 1,200 towns were covered under this scheme 
In more than 10 States the programme of mid-day meals for 
children of primary schools has been launched with the assistance 
of international and foreign agencies Per capita expenditure on 
education in India steadily increased from Rs 3 18 m 1950-51 
to Rs 6 32 m 1958-59, indicating the Government’s determmation 
to expand educational facilities as a necessary instrument of 
development planning 

The All-India Education Survey conducted by the Union 
Ministry of Education during 1957-59 revealed that m 1957, out 
of a total number of 8 4 lakhs of rural inhabitations with a 
population of 27 96 crores, 2 4 lakhs or 29 per cent of the rural 
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inhabitations with a population of 4 72 crores or 17 per cent ot 
the total were not served by any school In some States the 
proportions were very much higher The Constitution envisaged 
the provision of free, universal and Compulsory education for 
children up to the age of 14 years by 1961 This objective has 
not materialised Meanwhile, it has been urged that as a fiist 
step, facilities should be created for the education of all children 
m the age-group 6-11, to be followed by extension of .education 
for the entire age-group 11-14 during the Fourth and the Fifth 
Plans In spite of the directives of the Constitution, only 60 per cent 
of the children m the age-group 6-14 — 76 per cent of the children 
in the age-group 6-11 and 29 per cent of them in the age-group 
11-14 — would be provided such education by 1965-66, This 
percentage would be only 16 for the secondary stage, le , 14-17 
age-group From this the magnitude of the task of meetmg the 
directives would be clear The Third Five-Year Plan envisages 
an increase in the number of primary schools to 4,15,000, of 
middle schools to 57,700, and of high schools to 21,800 Insti- 
tutes of Technology are expanded to increase our ‘know-how’ 
and build up a large number of technocrats required for public 
enterprises Differences m the levels of schooling facilities be- 
tween the States will be narrowed to some extent but will still 
continue to be quite considerable An immediate problem is 
one of removing the wastage which exceeds 50 per cent at the 
primary stage In considering the programmes for education, 
it has to be borne in mmd that the problem is not merely one of 
multiplying the facilities along traditional lines, but of diversi- 
fying the system and adapting it to the new needs of a develop- 
ing economy 


SOCIAL EDUCATION 

‘Social education’ denotes an all-mclusive programme of 
community uplift through community action llie programme 
under the new approach of social education embodies mainly 
five 1 elated stages of work which includes literacy, knowledge of 
the rules of health and hygiene, training for the improvement 
of the economic status of adults, a sense of citizenship with an 

14 Report on the Third Five-Year Plan, Op cit , p 574 

15 Report on the Second Five-Year Plan, Op cit , p 503 
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adequate consciousness of rights and duties, and healthy forms 
of recreation suited to the needs of the community and the indi- 
vidual This programme is supported through libraries opened 
with State help supplemented by locally raised resources The 
object of the entire programme is to correlate the relevant know- 
ledge at every stage with a gainful activity and the social and 
economic needs of the villagers 

The work in the field of social education has been mostly 
confined to literacy and to some extent recreation The literacy 
percentage which was 8 3 m 1931 increased to about 24 per cent 
m 1961 The serious disparity in literacy between men (34 4 
per cent) and women (12 9 per cent) and between the uiban popu- 
lation (46 9 per cent) and the rural population (19 per cent) 
constitutes a special problem in social education^® The 1961 
Census mentions that the progress of general literacy has been 
sluggish throughout the country It has increased at an average 
of 0 7 per cent per year for the general population, 0 9 for males 
and 0 5 for females With the introduction of Fanckayati Raj 
at the district and block levels, it is imperative that a substantial 
proportion of adult population become capable of reading and 
writing Most of the post-literacy work is done through libraries, 
though due to dearth of literature, the library movement has 
not made much headway particularly in the villages Of late, 
the importance of recreation and cultural activities m pro- 
grammes of social education has been increasingly recognised 
Existing forms of folk art like dance, drama, puppet shows, 
bhajans, kirtans, fairs and festivals have been used, but without 
any systematic attempt to develop and fully exploit their poten- 
tialities as mass media of education and extension They should 
increasingly be utilised as communication channels for develop- 
ing a progressive outlook and the growth of a sense of shared 
citizenship Modern means of mass education like the film and 
the radio have attracted attention but have not been effectively 
used partly as they are costly media In a tew institutions, 
attempts have been made to improve the economic conditions of 
the villagers by teaching them crafts and adoption of improved 
practices in agriculture All-round social education work has 

16 Census of India, Paper No 1 of 1962, 1961 Census — Final Popu-» 
lation Totals, Government of India (1962), p 331^ 
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been done by some of these basic mstitutions, besides co-opera- 
tives which have also been used as an agency for social education 
In the community development blocks sociah education organisers 
are assigned an important role of educatmg the villagers m 
the ideology of community projects and national extension 

For adaptmg and extending the education system in keeping 
with the requirements of a planned economy, a heavy responsi- 
bdity lies on the CentraL State and Local Governments The 
methods and techniques of teachmg need improvement The 
scales of pay of teachers at all stages require to be improved 
Technical and vocational training facilities call for urgent ex- 
pansion. The colleges and universities need larger funds for staff 
and equipment. The resources available for aU these purposes 
are limited It is mevitable to an extent that m the early stages 
of planning, productive mvestment gets a priority over social deve- 
lopment, including education It has, nevertheless, to be borne 
m mind that the education and trammg of men and women is 
the very basis of economic and social progress Developmental 
planning aims, m the last analysis, at makmg life richer and 
ampler for the individual, and it is only a truism to say that 
mvestment m education and the improvement of the intellectual 
and moral standards of the mass of citizens is, m a vital sense, 
the most productive of all investments. 




PART V 




Chapter XX 


THE INDIAN RURAL PROBLEM A REVIEW 

The facts of the rural problem in India in its various aspects 
have been set out in Part I In Parts II to IV a review 
has been attempted of the evolution of agricultural policy and 
of the legislative measures and other developments in agrarian 
reform over the last few decades In this concluding Part, it is 
proposed to bring together the essential pomts of a connected 
approach to the Indian ruial problem with reference particularly 
to the developmental effort envisaged m our Plans 

THE RURAL ECONOMY 

The crucial question is whether on a review of recent deve- 
lopments we could say confidently that the Indian rural problem 
IS assuredly on the way to being solved Is agriculture m a 
position effectively to make its due contribution to the develop- 
ment of the economy‘s Has rural poverty declined'^ Is the 
agrarian structure more balanced than before*^ Do we, m other 
words, discern clearly the signs of an accelerating agricultural 
revolution that could be relied on to produce larger output and 
better standards of living for the growing population‘s 

It is obvious that few would answer these questions in clear 
affirmatives A great deal has been done over the last decade 
and more to activate the rural sector Large, new programmes 
of irrigation, seed multiplication and distribution, co-operative 
credit and marketing, community development and agricultural 
extension have been put through Indian agriculture has res- 
ponded noticeably, but not yet adequately, to tl^pse expansionary 
impulses Greater and more concentrated effort is needed before 
the response can be adequate to the growing needs 

We may start with a broad assessment of the performance 
of agnculture as we see it at the present juncture Agricultural 
production has mcreased by about 40 per cent since the com- 
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mencement of the First Five-Year Plan, and the inputs into agri- 
culture are being continually stepped up The experience of the 
first two years of th.6 Third Plan has, however, been somewhat 
disturbing, and the prospects of reaching the agncultural targets 
set for the Plan seem remote. This has caused a great deal of 
concern and has led to considerable rethinkmg both at the 
Centre and m the States The underlying trend of agricultural 
production is, undoubtedly, upward, and it appears also that the 
downward fluctuations in crops because of adverse monsoons 
have tended to dimmish Yet, it is evident that far more im- 
pressive results are needed if the economy is to grow at high 
enough rates Have our agricultural programmes been soundly 
conceived*^ Are our agricultural policies appropnate to the 
needs of the situation*^ Are the implementing agencies in the 
field really m a position to secure results*^ The fact that questions 
like these are being asked earnestly in the Third Plan period, 
after so much of effort and resources have gone into improving 
the production and other facilities needed for securing a break- 
through m agriculture, illustrates once again that this is not a 
field in which victories can be easily won or consolidated^ A 
striking feature of the Indian rural economy is the still increasing 
absolute numbers dependent on agriculture and the undimmished 
relative importance of this sector m the economy as a whole 
Of the total population of 439 million in 1961, 82 per cent lived 
in rural areas Agriculture is still the mamstay of life for 7 out 
of every 10 in the population Some 45 to 48 per cent of India’s 
national income is derived from agriculture and allied occupa- 
tions It is obvious that economic prosperity and plannmg for 
development m a country like India must concentrate on im- 
provmg the technical efficiency of agriculture and raismg the 
standard of living of the farmer, and, better results all-round 
are needed quickly 

The factors responsible for the prolonged stagnancy of 
Indian agriculture have been stated in the earlier chapters Until 

1 Cf “If careful observers of the Indian economy agree on one thing 
respecting agriculture, it is that the farm output is the most problematical 
element in the nation’s whole near-term development prospect If they 
agree on a second thing, it is that the problem of achieving an adequate 
expansion in farm output is exceptionally complex,” John P Lewis 
Quiet Crisis m India (1962), p 164 
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recently, the entire socio-economic climate was unsuited to high 
levels of investment or to adoption of new production techmques* 
Even now, agricultural practices continue fo{ the most part along 
old traditional Imes, which cannot yield enough food and raw 
matenals to support a more progressive or diversified economic 
structure The rural economy — and so the Indian economy as 
a whole — is still characterised by low productivity, poor tech- 
mques and unprogressive practices, a high degree of under- 
employment and absolute inadequacy of incomes and living 
standards 


RISING POPULATION GROWTH 

The problem has been made more difficult by the lecent ac- 
celeration of population growth Over the three decades cover- 
ing 1891-1921, India’s population increased by only 5 per cent — 
so deadly were the effects of famines and epidemics Between 
1921 and 1951, the population increase was 44 per cent, which 
gives an annual compound rate of growth of a little over 1 per 
cent The first two Five-Year Plans assumed a rate of growth 
of 1 25 per cent per annum for the period 1951-61 and visualized 
only a small acceleration for later periods The Census Report 
of 1951 predicted, on certain assumptions, a total population of 
408 million in 1961, 458 million m 1971 and 527 million m 1981 
and warned of the growing gap between the demand and supply 
of food and other agricultural products^ 

The study of demographic trends by Coale and Hoover,’ 
published m 1958, brought out an even more alarming situation. 
If current fertility rates remained unchanged, the population of 
India would be, according to this study, 424 million in 1961, 532 
million m 1971 and over 600 million by 1976 If fertility rates 
declmed by a total of 50 per cent between 1966 and 1981, India’s 
population would touch the 600 million rnark^* around 1980, 
Actually, according to the Census of 1961, the population of 
India was 439 million, which is higher than the level indicated 
even by the “high” projection by Coale and Hoover, and the 

2 Census of India, 1951, Volume I, India, Part I-A — Report (1953), 
pp 192-194 

3 Population Growth and Economic Development in Low Income 
Countnes A Case ^udy of India’s Prospects (1958). 

1-33 
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current annual addition to population is about 10 million ‘ These 
are colossal figures, and indicate how stupendous the problem of 
securing nsmg standiards of per capita incomes is Not only in 
India, but elsewhere too 'it has been found that death rates can 
be brought down quickly with improved medical facilities, the 
control of epidemics and the like, but so long as birth rates do 
not fall, the population problem gets aggravated in the process 
There is considerable literature purporting to show that the 
recent “population explosion” is a menace that can engulf 
humanity before long There are, of course, ever-widenmg possi- 
bilities for increasing production and welfare through greater use 
of science and technology, but on any rational view, control of 
population growth has to be an essential and integral part of 
any planned effort to improve and safeguard prosperity and 
welfare This is particularly so because limitation of births and 
family planning come up agamst stubborn resistance from psycho- 
logical and sociological complexes 

The point to note for the immediate future is that the 
average annual increase of 3 par cent per annum in agncultural 
production that has been achieved in recent years is quite inade- 
quate m relation to the needs of the increasing population at 
higher standards of living The attainment of “self-sufficiency” 
in foodgrains has been regarded as a policy objective in India 
for almost two decades now Yet, barring a brief period during 
the First-Five Year Plan, the domestic output of foodgrains has 
had to be supplemented by imports on a continuing basis The 
output of other agncultural products, such as, cotton, oilseeds — 
and even sugar from time to time — has been inadequate The 
shortage of cotton has necessitated imports involvmg substantial 
outlays of foreign exchange badly needed for other purposes 
The failure of oilseeds production to keep pace with rapid ex- 
pansion of domestic demand for oils has reduced export earnings 
Altogether, denciencies m agriculture have limited consumption, 
exports as well as investment Recent experience has reinforced 
the need both for larger effort and for better results m agncul- 
ture It IS no exaggeration to say that the real test of planned 

4 Cf “The Third Five-Year Plan has to cope with an addition to 
the population roughly equal to the total population of Great Britain 
WB Reddaway The Development of the Indian Economy (1962), p 
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effort IS m this vital sphere No one could deny the importance 
and urgency of mdustnal development in India, but the process 
of cumulative and self-sustaining growth envisaged m our Plans 
cannot go forward if agriculture lags %ehmd ‘'Planning from 
below” IS not merely a political or administiative concept, it is 
and has to be worked as an economic concept 

THE RURAL SOCIAL STRUCTURE 

The economic concept has, in turn, to be related to the 
rural social structure Social motivation in the rural areas has 
to be altered to the requirements of economic pi ogress, and this 
can be done only to the extent that the complexities of the rural 
social structure are understood and the potentially dynamic ele- 
ments in It located and acted upon 

Indian rural society is not homogeneous Apart from the 
economic differentiation arising from land ownership, tenancy or 
the landless status, there are the socio-economic gradations asso- 
ciated with castes The result is that the village community rarely 
acts as one body The higher classes do not easily associate 
themselves with those lower down in the social scale, and these 
latter are rarely in a position to break the barriers of custom and 
tradition Economic and social co-operation tends, therefore, to 
be confined within the same caste For instance, m Bhuvel, a 
village in the old Baroda State,® there were some eighteen castes, 
and persons of higher castes did not inter-dme with those of 
lower castes. Some castes did not permit mter-dinmg even with 
members of higher castes Rules regarding inter-marriage were 
even more ngid. The situation has certainly changed m recent 
years, especially among the comparatively well-to-do and the 
educated. But, even to this day, the caste structure and attitudes 
persist, and untouchability, though abolished by law, has not dis- 
appeared in fact Without a new social objecjfve backed by 
leadership such as would interest all rural classes, it is most difii- 
cult to get the right response from the rural population. The 
Gandhian approach to political economic and social problems 
laid great stress on these aspects, and Vinoba Bhave has been 
tr5dng for some years past to resuscitate and strengthen this 


5 See Bhuvel A Socio-Economic Suivey of a Village, Indian Society 
of Agricultural Econoyios (19'49), pp 107-117 
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approach. There is, however, no clear link or bndge between 
these efforts and the programmes of development sponsored by 
official agencies 

It IS difficult to indicate the changes that have taken place 
over a period m the rural class structure, particularly because of 
the changes in classification adapted in the successive censuses 
In terms of the 1961 Census classification, the number of culti- 
vators in India increased from 69 8 million in 1951 to 99 5 million 
m 1961 — an increase of about 43 per cent On the other hand, 
the number of agricultural labourers went up from 27 5 million 
in 1951 to 31 5 million m 1961 — an increase of only 14 6 per 
cent Or, to look at the same relationship in another way, 
between 1951 and 1961 the proportion of cultivators to total 
workers increased from 50 per cent to 52 8 per cent, while 
the proportion of agricultural labourers dechned from 19 7 
per cent to 16 7 per cent It is doubtful if this change is 
real or just classificatory. One factor in the increase in the pro- 
portion of cultivators and, correspondingly, the shift from the 
category of agricultural labourers was the inclusion m the 1961 
classification of children up to the age of fourteen and female 
helpers in the former category Nevertheless, as the census report 
puts it, “by and large, m the agricultural field whether one goes 
by the definition of ‘work’, on the basis of ‘income’ or ‘time dis- 
position’, or the more intangible consideration of ‘status’ or pres- 
tige which possession of a parcel of land, however small, gives, 
the scales are heavily weighted in favour of cultivators 

The cultivator-households are not all of equal social or eco- 
nomic strength According to the eighth round of the National 
Sample Survey (1954-55), a little over one-fifth of rural households 
(23 09 per cent) owned no land About one-fourth of the house- 
holds had a small parcel of land less than one acre in area A 
little less than ^alf of the households had thus either no land or 
owned less than one acre; their aggregate share was only 1 37 
per cent of the total land owned by rural households About 
60 per cent of the households cultivated less than 5 acres each 
and their share came to 15 44 per cent of the area At the upper 
end, about one-eighth (12 8 per cent) of the households had more 

6 Census of India, Paper No 1 of 1962, 1961 Census — ^Final Popula- 
tion Totals, Op at, p 439 
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than 10 acres each covering about two-thirds of the whole area 
The top one per cent of the households owned more than 40 
acres each, accounting for one-fifth of the" area^ By 1959-60. 
the relative percentage of households aW area in large (over 15 
acres) and medium (5-15 acres) sized holdings had slightly de- 
clmed. The decline was higher in holdings with 50 acres and 
more As against this, the relative percentage of households 
and area had increased in small sized holdmgs Nearly 63 per 
cent of the households cultivating less than 5 acres each accounted 
for 18 88 per cent of the area ^ 

Apart from cultivators, that is, owners or tenants, and agri- 
cultural labourers, there are in the rural society (a) rent receivers, 
(b) traders and trader-moneylenders, (c) village artisans and 
craftsmen and (d) the so-called elite, that is, village oflScials, 
teachers and priests It is, of course, not to be expected that all 
these classes can be found in all villages, but the categories men- 
tioned can be regarded as the mam recognizable elements m 
Indian rural society 

Both economically and socially the cultivators rank higher 
than landless labourers The number of traders or trader-money- 
lenders is always relatively small, but their social influence is 
often considerable Among the village artisans and craftsmen, 
those with special skills enjoy a relatively high economic and 
social status, but the others are on par with the poor agricul- 
turists, and some might even be worse off, both economically 
and socially The village officials in charge of important ad- 
ministrative functions often regard themselves as a class apart, 
their roots are not m the village and their ambitions are often 
elsewhere. Neither the teachers nor the priests are m a position 
to offer leadership under present circumstances Undoubtedly the 
small cultivator aims at becoming a bigger one, and some of the 
bigger ones have adopted improved tools and nliplements and 
agncultural practices The trading and moneylendmg classes 
find ways of introducing new commodities, and to an extent new 

7 The National Sample Survey Eighth Round My, 1954 — March, 
1955, Number 10 — First Report on Land Holdmgs, Rural Sector, Cabinet 
Secretanat, Government of India (1958), Foreword, p iv 

8 The National Sample Survey Sixteenth Round, Report No 122 — 
Tables with Notes on Agncultural Holdmgs in Rural India, Cabinet Se- 
cretariat, Government of India (1962) 
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ideas into the rural areas The increase m rural-urban mobility 
over the last three or four decades has also broken down the 
isolation of the village and one cannot fail to notice a greater 
degree of economic motivation all over the rural areas Yet it is 
evident that the traditional social patterns and modes of thought 
persist, the strength of progressive forces within the rural com- 
munity is at best weak, and a stimulus rightly oriented towards 
public goals has to come from outside. 

RJEFORM OF THE LAND SYSTEM 

A major thesis of this book has been that a far-reaching 
overhaul of the land system is essential for reorganising rural 
society on a more effective and equitable basis Considerable 
progress has been made m this direction over the last ten or 
fifteen years, but some really difiScult pioblems still remain to 
be tackled The broad lines of the reform to be put through are 
no longer under dispute The first task, namely, the abolition of 
intermediary tenures has been completed Simultaneously rents 
payable by tenants have been regulated and measures have been 
taken to give security of tenure to the cultivator The imposition 
of a ceiling on land holdings has been accepted m principle 
Almost all States have passed legislation on the subject, and in 
some States sizable surplus lands have been taken over This 
part of the land reform programme has, however, encountered 
difficulties, partly because of the practical problems of redistri- 
bution and resettlement, but partly also because it is not clear 
how the claims of social justice and of efficient production are 
to be balanced The implementation of the laws passed in this 
regard has been slow and vanous devices have been employed 
by land holders to evade the ceiling It was comparatively easy 
to dislodge the old, functionless mtermediaries from their posi- 
tion, but the problem becomes difficult when it comes to dealing 
with large or medium farmers The conferment of better rights 
on tenants led immediately to large scale evictions or ‘Voluntary 
surrenders ” No clear view has yet emerged on how far and 
within what hmits a landlord can exercise the right to resume 
land for personal cultivation The Planning Commission has em- 
phasised in its recent reports the need to complete this programme 
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as early as possible, since the transition has already lasted too long 
The recent report giving the mid-term appraisal for the Third 
Plan points out that failures in implementation have tended to 
take away some part of the benefits of the progiessive land re- 
form legislation which has been undertaken ° 

The problem links up with the view the community takes of 
the ultimate pattern of land ownership and land use Theoceti- 
cally, several patterns can be thought of, but in practical terms 
there is no alternative m our conditions to a system of peasant 
propnetorship supplemented by co-operative organisation to assist 
the farmer at various points There is force m the argument that 
creation of peasant proprietorship will only perpetuate an ineffi- 
cient land use system, the small cultivator functioning m isolation 
will have neither the means nor the technical know-how required 
to increase the productivity of his holdings There is little doubt 
that a mere change m the land system will not by itself revolu- 
tionize agriculture, land reforms are a necessary but not a suffi- 
cient condition for the transformation that is desired The far- 
mer must be placed in a position m which he has the incentive 
to work and to earn more, but he must also be aided by suitable 
co-operative and governmental agencies 

There has been considerable progress along these lines as 
well m recent years Steps have been taken to institutionalize 
rural credit, to link up credit with marketmg and to make avail- 
able to the farmer through the national extension service and 
other governmental agencies knowledge of improved techniques 
and practices. The progress made is. however, not adequate and 
doubts have been expressed whether the benefits of all these 
measures have at all reached the small farmers who constitute 
the bulk of the agricultural population Co-operative farming, 
which would combine the benefits of individual ownership and 
of an efficient poohng of resources, has made little headway The 
pilot projects in co-operative farming initiated in pursuance of 
the programme envisaged in the Third Plan seem to have as yet 
no more than symbolic significance 

9 The Third Plan Mid-term Appraisal, Op cit , p 101 
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POLICY FOR DEVELOPMENT 

In the formulation of policy for rural development two 
points need special emphasis First, it must be borne m mind 
that developments m the rural sector have to be linked closely 
with those in the rest of the economy, a compartmentalised 
approach cannot but fail Second, the economic and social prob- 
lems of the rural population must be viewed together and the 
programmes of reform or reconstruction to be put through must 
be synthesized both m respect of the underlying thinkmg and of 
actual execution 

The growing realisation in the country of the importance of 
agriculture and the need to improve the living standards of the 
vast mass of the people working in the rural areas has led some 
thinkers and social workers to postulate a basic conflict between 
the interests of agriculture or of rural society as such and the 
growth of industry or the prosperity of the urban population 
This IS the genesis of the “back to the village'' movement, ideas 
of Village self-sufficiency, the distrust of modern industry, and 
the attribution of some inherent merit in smallness of scale In 
reality there is no such conflict between agriculture and industry 
or between the rural and the urban areas The two are essen- 
tially complementary and although the rate of growth in the two 
sectors cannot always be the same, and the opportunities for 
earnmg large incomes and accumulating wealth are bound to be 
larger m the more rapidly developing industrial sector, neither 
agriculture nor industry can achieve continuous progress except 
on the basis of mutual interdependence Increased agricultural 
production requires laige inputs coming from the industrial sec- 
tor The latter requires a continually increasing supply of raw 
materials The demand for food grows rapidly with urbamsaton 
and the diversifi$;sation of the employment pattern As new indus- 
tries develop, the demands for power, for transport and commu- 
nications and for social services go up also These m turn bene- 
fit the rural sector by creatmg employment for the surplus labour 
force which at present presses so heavily on the land. The sti- 
mulus of a rising demand for the products of agriculture is a 
condition precedent for a progressive rise m rural productivity 
and mcomes. The process of economic growths tends, and should 
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tend, to reduce the glaring contrast that we have today between 
living conditions in the rural areas and those m (parts of) the 
urban areas ♦ 

The need for an integrated approach to the economic and 
social problems of the rural population is too obvious to need 
any great stressing The experience of rural reform and re- 
construction, not only m India but in many other countries, has 
demonstrated the need for such an approach. In this connection, 
the following quotation from the American Year Book (1940) 
entitled “Farmers in a Changing World” is of interest 

“Rural soaology has as its primary aim the welhbemg 
of the farm population It originated as a recognized 
disciplme in teaching and research less than 25 years 
ago as a part of the general impulse to improve agricul- 
ture technologically, economically and socially Smce 
then It has developed quite an elaborate body of re- 
search findings, but it has not yet brought to bear the 
full impact of available knowledge either from general 
sociology or from studies made in fields other than 
agriculture Owing to the fact that social causes 

are complex and sometimes deeply laid in the past 
history of social institutions, recognition of the exis- 
tence of problems is the necessary first step m their solu- 
tion. It IS the function of sociology, therefore, to reveal 
problems as well as to assist m solving them The roots 
of some of our most distressing agricultural problems are 
m part social, m part psychological and in part cul- 
tural 

Policy m the field of agriculture, it is recognised, must have 
three mam elements Firstly, it must aim at an enlargement of 
economic and social overheads like irrigation, po^er, roads, faci- 
lities for research and extension Secondly, it must aim at im- 
proving the wherewithals of production which the farmer himself 
has to provide This necessitates well-organised supply of seed, 
fertilizers and credit and marketing facilities. Thirdly, the unit 
of farm operation and management has to be progressively en- 

10 Farmers in a Changing World. United States Department of Agn- 
culture (1940), p 1043 
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larged This is the central problem in the reform of the land 
system Only with simultaneous development along all these 
imes and with co-ordinated effort to develop the economy as a 
whole can programmes for raising incomes and improving the 
conditions of livmg in the rural areas be carried through suc- 
cessfully 

Back of all this is the problem of the adoption of new 
techniques- and practices by the rural population, and this is a 
function of the level of education, general and specialized, that 
can be achieved quickly in the rural areas Education is not 
merely schoohng, it includes “learning by domg” m various day- 
to-day activities The spread of education, of co-operative acti- 
vity and of local self-governing institutions are thus parts of the 
process of rural development In this process, the Centre and 
State governments have an important role On the Centre de- 
volves the responsibility of formulating broad policies and pro- 
viding the necessary technical advice and financial assistance 
Implementation rests with the States These latter have m turn 
to mobilise local effort and local participation through village 
panchayats and similar local bodies It is only when each link 
m the chain functions effectively that the programmes of deve- 
lopment and of amelioration can be implemented with the 
greatest advantage both in economic and in social terms 
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OBJECTIVES, TECHNIQUES AKD ACHIEVEMENTS 
OF INDIA’S PLANS 

The need for an integrated approach to the problems of 
rural life and, indeed, to economic development m all, its aspects 
IS now well recognized. Such an approach is the very corner- 
stone of India’s successive five-year plans. The aim of this 
chapter is to set forth briefly the objectives and techniques of 
these plans, to assess their achievements m relation especially to 
agriculture, and to indicate the tasks that lie ahead The accept- 
ance of the need for an integrated approach to developmental 
problems is a step m advance, but it must be emphasised that 
Its effective translation into policies, programmes and results is 
beset with many difficulties 


OBJECTIVES 

In broad terms the principal objective of all developmental 
planning is the raising of livmg standards for the people It is 
when one seeks to give concrete content to this broad idea that 
difficult choices have to be made. Should the aim be to maxi- 
mise the rate of growth of the economy over a period or should 
It be to secure an early and substantial increase in consumption? 
In what proportions should the resources available for invest- 
ment be distributed between agriculture, industry, transport, 
power, social services, etc To what extent should the need for 
maximising employment opportunities in the short run influence 
decisions regardmg choice of production technique"? What, agam, 
should be the weight to be attached to social considerations, such 
as reduction of inequalities or diffusion of economic power, if 
these imply some slowing down of the rate Of growth of pro- 
duction"? Economic development is not a process merely of in- 
creasing the output of material goods; there are wider social 
objectives, which are not merely means but also, to an extent, 
ends m themselves Yet, equality and social justice have also 
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to have an economic content The short answer one can give 
to such questions is that the success of a plan depends greatly 
on whether it has sucpeeded in mamtammg the right balance bet- 
ween these diverse considerations ^ 

TYPES OF PLANNING 

Even in highly industrialised countries, increasing emphasis 
IS being placed on achievmg higher rates of growth Most of 
them utilise for this purpose the device of what tliey call 
‘‘indicative” plannmg. Governments and representatives of pnvate 
business and industry keep an eye constantly on the overall 
trends in the economy and endeavour to plan their courses of 
action with a view to certain overall targets Such “indicative” 
planning has no “sanctions’ behind it, but the common viewmg 
of trends and the formulation jointly of targets to be achieved 
has a stimulating effect all-round and gives to the economy a 
sense of direction Economic planning in developing countnes 
has an indicative aspect, but it has necessarily to go much beyond 
the statistical projections and broad directions associated with 
such planning. 

The USSR, most of Eastern Europe and Chma have 
adopted an authontarian, centralised type of planning which 
leaves little room for private enterprise and makes a one-party 
controlled governmental machme primarily responsible for the 
step-up m mvestment and the transformation of the economic 
system along the lines desired. This type of plannmg could, 
under certain circumstances, be very efficient, but it entails a 
sacrifice of certam basic values It is significant that some of 
these centrally planned economies are now tummg towards de- 
centrahsation and restoration of the market mechanism. 

The approach of India’s plans is governed by the demo- 
cratic tenets of the Constitution and the Directive Principles of 
State Policy. In this approach, the State has an important role. 
It undertakes public mvestment programmes covermg the key 
sectors of the economy The public and the pnvate sectors, 
however, continue to grow and function side by side. While the 
State exercises wide powers of control and regulation, its role m 

1 Report on the First-Five Year Plan, Op cit 28 
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the last analysis is educational and promotional rather than dicta- 
tonal The economic system to be evolved over a period is to 
be of a “mixed” type with scope for pnvate, co-operative and 
State-owned, State-operated enterpnses’ 

PREAMBLE OF THE CONSTITUTION 

India’s Constitution guarantees to aU its citizens the funda- 
mental rights of equality before law, equality of oppcrtumty m 
matters of public employment, the ri^t to freedom of speech, 
non-discnmmation on grounds of religion, race, caste, sex, or 
place of birth, and right to property under the law, among 
others. All laws m force should conform to these fundamental 
rights ^ Apart from these fundamental rights, the Constitution 
also lays down certam Directive Prmciples of State Pohcy, which 
are the foundation for the pattern of development planning m 
the country. 

DIRECTIVE PRINCIPLES OF STATE POLICY^ 

The Directive Principles lay down that the State shall strive 
to promote the welfare of the people by securmg and protecting, 
as effectively as it may, a social order in which social, economic 
and political justice shall inform all the institutions of national 
life The State shall in particular direct its policy towards secur- 
ing that (a) the citizens, men and women equally, have the right 
to an adequate means of livelihood, (b) the ownership and con- 
trol of the material resources of the community are so distri- 
buted as best to subserve the common good, (c) the operation of 
the economic system does not result in the concentration of 
wealth and means of production to the common detriment, 

(d) there is equal pay for equal work for both men and women, 

(e) the health and strength of workers, men and women, and the 
tender age of children are not abused and citizens are not forced 
by economic necessity to enter avocations unsuited to their age 
or strength, (f) childhood and youth are protected agamst ex- 
ploitation and against moral and material abandonment, fg) the 
State shall take steps to orgamse village panchayats and endow 

2 The Constitution of India, Government of India (1949), Part III, 
p. 7 

3 Ibtd, pp 23-25., 
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them with such powers and authority, as may be necessary, to 
enable them to function as units of self-government, (h) the State 
shall, within the limits of its economic capacity and develop- 
ment, make effective provision for securmg the right to work, 
to education and to public assistance in cases of unemployment, 
old age, sickness and disablement and m other cases of un- 
deserved want Besides, provisions for securmg just and humane 
conditions- of work and for protection of vulnerable classes in 
society have been included These statements are indicative of 
the social philosophy of democratic government in India India’s 
plans have to fit into this system of economic and social ends 

THE PLANNING COMMISSION 

In view of the provisions of the Constitution and the Direc- 
tive Principles mentioned above, the Planning Commission, set 
up early m 1950, has from the outset been regarded as a conti- 
nuing body with tasks going much beyond the formulation of a 
development programme for the next few years ahead The 
Commission is required by its terms of reference to make an 
assessment of the country’s resources and needs, to work out 
pnonties and to mdicate the stages by which the development 
process should be carried through, to present plans of deve- 
lopment for particular periods, to review from time to time the 
progress being achieved m various directions and to make recom- 
mendations to Government on problems and policies relevant to 
the pursuit of rapid and balanced economic development Over 
the last fourteen years the Commission has, besides formulating 
the three five-year plans, undertaken or promoted a number of 
studies on the immediate as well as longer run problems of the 
Indian economy, including problems of agricultural production 
and reforms, co-operation and extension work The Commisson 
IS an advisory bT)dy, with no executive responsibilities, but it func- 
tions closely with the Central Government and the States, and 
plays an important role m brmgtng about a co-ordination of 
policies Above all its task is to plan ahead and devote conti- 
nuous thought to the emergmg economic and social trends and 
the strategy of dealmg with them so as to secure the best results 
m terms of the ends in view and the means available 

9 ' 
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dV 

PERSPECTIVE OF PLANS 

Each five-year plan has thus to be related to a longer term 
perspective The First Five-Year Plan (1951-56) has often been 
called a rationalization and co-ordinatioh of a number of projects 
and schemes that had been begun or were about to begin in 
difEerent parts of the country m pursuance of what were called 
the post-war recons ti action programmes To an extent, this was 
so At the same time, the First Plan report gave a systematic 
exposition of the crucial elements in developments and defined the 
objectives, techniques and priorities of democratic development, 
It also put forward a broad picture of the rates of growth of na- 
tional income, savings and mvestment to be achieved over a 
period of twenty-five years or so and enunciated policies for insti- 
tutional and structural change aimed at making the economy 
more progressive^ 

The increase in national income over the First Plan period 
was much larger (18 per cent) than was mitially estimated (11 
per cent) From this starting pomt and on the basis of the other 
data then available, the Second Plan (1956-61) postulated an 
average aimual rate of growth of 5 per cent in national output 
It set the goal of a doubling of per capita incomes by 1973-74 
The achievement of this goal, it was estimated, would need a 
stepping up of mvestment from about 7 3 per cent of the national 
income in the First Plan period, to 10 7 per cent in the Second 
Plan, 13 7 per cent m the Third, 16 per cent m the Fourth and 
17 per cent m the Fifth Plan 

Over the decade (1951-61), national income m real terms 
increased by some 42 per cent, but population had meanwhile 
increased by 22 per cent, the increase m national income per 
capita was thus less than 20- per cent. The Third Plan presents 
projections for further growth adjusted, inter alia, to the higher 
rates of population increase The conclusion th^ emerges from 
these IS that the proportion of mvestment to national income 
needed for each successive plan would have to be raised beyond 
the levels envisaged earlier 

These overall projections or forecasts of the aggregates involv- 
ed are only a framework They are a useful starting point, but 

4 See Report on tH First Five-Year Plan. Op at , pp 20-23 and 28-45 
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the determining element m the success of plans is the scale and 
inter-relation between sector-wise and industry-wise investments 
and outputs realised, in each plan period The techniques of 
analysis and statistical presentation needed for working out these 
detailed aspects have unproved over the years since, especially, 
the end of the First Plan The experience of the Second and 
Third Plans shows, however, that these techniques are still far 
from relig,ble — to an extent, they are always so — and that a 
great deal of flexibility in planning and close attention at each 
stage to effective implementation have always to be regarded as 
essential ingredients of the strategy of development. Perhaps, 
m no sector of the economy is this illustrated better than in 
agriculture 


AGRICULTURE IN THE FIRST TWO PLANS 

The First Plan accorded the highest priority to agriculture 
Of the total outlay of about Rs 2,000 crores in the pubhc sector, 
about 31 per cent was allocated to agriculture, irrigation and 
community development 

Table I shows the trend of agncultural production over the 
period of the First Plan 

The output of foodgrains in 1955-56 was about 4 million 
tons larger than the Plan had envisaged. The output of cotton 
and jute also showed substantial increases, although the achieve- 
ment in respect of these as well as sugarcane was below targets. 
The index of agricultural production as a whole showed an in- 
crease of 22 per cent Part of the increase in agricultural pro- 
duction was due to good monsoons and only part could be 
attributed to the investments made during the Plan period 
Nevertheless, the results achieved were significant, both m them- 
selves and for the confidence they generated in the possibility 
for further advance 

The Second Five-Year Plan was designed to secure a more 
rapid rate of growth in the economy It aimed therefore at a 
more rapid development of industries, mimng, power and trans- 
port than had been possible hitherto There was a relative shift 
in pnonties, the allocation of public sector outlay for agriculture 
and imgation being 21 per cent m the Secon^ Plan as compared 
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ito 31 per cent m the First Nevertheless, the Plan emphasised 
that agricultural development must be the basis of the develop- 
ment of all other sectors and that efforts in the direction of in- 
creasing agricultural production and especially the output of 
foodgrains should not only not be slackened but should be acce- 
lerated The Plan placed the target for food production at 80 
million tons, i e., an increase of about 22 per cent over the level 
of produption m 1955-56 Substantial increases in the output 
of cotton, jute and other agricultural products were also envisaged 

Table II shows the trends in agricultural production over 
the period of the Second Plan, as compared to the targets m 
the Plan 

As will be seen from the table, the index of agricultural 
production showed a rise of about 20 per cent over the penod of 
the Second Plan The target of additional foodgrains pro- 
duction was 14 7 million tons, the increase realised being 13 9 
million tons The output of sugarcane in 1960-61 was substan- 
tially higher than the Plan had envisaged There were, on the 
other hand, shortfalls in cotton, oilseeds and jute On the whole, 
if one looks at the levels of agricultural production m 1960-6L 
the picture appears reasonably good The First Plan had started 
with a bad crop, the increase m agricultural production by the 
end of that Plan was only about 17 per cent if one takes 1949-50 
as the basis for comparison On this comparison also, the per- 
formance of agriculture in the Second Plan period cannot be 
considered unsatisfactory Over the ten years to 1960-61, agri- 
cultural output showed a rise of about 40 per cent, and the use 
m the production of foodgrains from around 52 million tons to 
79 7 millions could even be considered impressive Overall, there 
IS no doubt that a distinct upward trend in agricultural production 
was established over the first two Plans 

It must be" stressed, howevei, that for the major part of the 
Second Plan period, the domestic output of foodgrains did not 
keep pace with the increasing demand, and foodgrains prices rose 
by some 18 per cent despite imports of foodgrains totalhng 18 
million tons over the five-year period This is because of the 
fluctuations in domestic output from year to year A companson 
of Plan-end figures, though convenient foi some purposes, is 
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not, by Itself, an adequate measure of achievements. During the 
First Plan period, 1953-54 showed an mcrease of 10 million tons 
over the previous year’s output. The next two years showed a 
small decline The foodgrams crop was back to 63 2 million 
tons m 1957-58 The next two years again showed a rise to 
around 75 million tons and the record output of 79 7 million tons 
was reached only m 1960-61, the last year of the Second Plan 
These fluctuations do not, of course, belie the underlying upward 
trend, but they reduce average availabilities and affect the course 
of prices. Since the steady mcrease in population, the growth of 
urbamsation and money income keep the demand gomg up pro- 
gressively, at no time since the commencement of the Second Plan 
has the price situation been one of ease It has not been possible 
for the Government to build up stocks from domestic surpluses 
even m good years, and there has been, as mentioned above, a 
net absorption of imported foodgrams of the order of 15 million 
tons. 


AGRICULTURE IN THE THIRD PLAN 

The Third Five-Year Plan (1961-66) proposes a rapid move 
forward towards self-reliant and self-sustaining growth The 
major element in this advance is a substantial expansion of the 
basic and capital goods industries designed to supply from within 
the economy a significant proportion of the machinery and 
equipment needed for the high and rising levels of capital forma- 
tion required in the successive plans Such an advance necessi- 
tates heavy investments not only m the industries concerned, but 
also m mining, in transport and in power. The scale of effort 
involved and the complexity of the organisational tasks to be put 
through m the Third Plan are therefore much greater than m 
the earlier Plans The achievement of a major breakthrough in 
industry, it has been clear from the outset, depended vitally on 
the results that ‘can be achieved m the agricultural sector. The 
Third Plan, therefore, again gives a high pnonty to agriculture, 
and the public sector allocations to agriculture and irrigation 
were raised to 23 per cent of the total outlay, as compared to 21 
per cent in the Second Plan 

The difference m the Third Plan approach m this respect, 
as compared to the earlier Plans, is perhayps that while the 
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earlier Plans tended to View agriculture mainly from the angle 
of satisfying the pressing needs for food consumption, there was 
added emphasis m the Third Plan on the role of the agricultural 
sector as the base for rapid industrial advance and as a substan- 
tial contributor to the much needed foreign exchange resources 
for the Plan, both through mcreased export earnings and import 
substitution. Agriculture is thus viewed as a basic industry^ with 
a key role in the process of attaining self-sustaining growth 
and, therefore, deserving of maximum attention and effort. As 
the Third Plan report puts it ‘Tn the scheme of development 
during the Third Plan, the first priority necessarily belongs to 
agnculture Experience m the first two Plans, and especially in 
the Second, has shown that the rale of growth in agricultural 
production is one of the mam limiting factors in the progress of 
the Indian economy . . The guiding consideration is that what- 
ever IS physically practicable should be made financially possible 
and the potential of each area should be developed to the fullest 
extent possible In keeping with this approach, the Tliird Plan 
— rightly — places as much importance on the building up of 
an adequate machinery for the implementation of programmes 
as on the suitability and adequacy of the programmes them- 
selves. 

The overall mcrease m agricultural production envisaged in 
the Third Plan is of the order of 30 per cent, as compared to 
the increase of 20 per cent reahsed over the piecedmg five years 
If this target is realised, the index of agricultural production 
(base 1949-50) would go up to around 180 by 1965-66. Table 
III gives the data on agricultural production for the first three 
years of the Third Plan as compared to the targets set for the 
five-year period. 

In the first year of the Third Plan, there was a small increase 
in agricultural production, and the second yeai* recorded a de- 
cline. There was a small increase m agricultural production m 
the third year of the Plan The output of rice was some 4 million 
tons larger than in 1962-63, but the output of wheat and other 
cereals and pulses seem to have recorded a fall. Altogether, 
1963-64 was again relatively poor because of weather conditions, 

5 Report on the Third Five-Year Plan, Op cit , p 49 
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Table III 

AGRICULTURAL PRODUCTION THIRD FIVE-YEAR PLAN 

r 

(Jn million long tons, unless othierwise stated) 


Third Plan 

Production Target 


Base Year 
, 1960-61* 

1961-62* 

1962-63* 

1963-64** 

Addi- 

tional 

Total 

Rice 

33 7 

34 2 

31 9 

36 5 

113 

45 0 

Wheat 

108 

118 

10 8 

97 

42 

15 0 

Total Cereals 

67 2 

68 3 

67 0 

69 5 

15 8 

83 0 

Pulses 

12 5 

114 

114 

99 

45 

17 0 

Total Foodgrains 

797 

79 7 

78 4 

79 4 

20 3 

1000 

Oilseeds 

65 

68 

71 

7 1 

33 

98 

Sugarcane {gw) 

10 4 

99 

95 

10 2 

— 

100 

Cotton (milhon 
bales) 

54 

45 

53 

54 

16 

70 

Jute (million 
bales) 

40 

63 

54 

59 

22 

62 

Index Number of 
Agricultural 

Production (Base 
1949-50=100) 139 7 

1414 

137 2 

140 5 




* Partially revised estimate, subject to revision 
** Final estimate, subject to revision 

Sources Directorate of Economics and Statistics, Ministry of Food 
and Agnculture, Government of India Bulletin on Food Statistics, Feb- 
ruary, 1964, Figures for non-food crops are taken fiom Area and Pro- 
duction of Pnncipal Crops m India, Pre-War Average to 1962-63 (Sum- 
mary Tables), October, 1963 (Mimeo), Figures for 1962-63 and 1963-64 
are taken from Agricultural Situation in India, Vol XIX, No 5, August 
(Annual Number), 1964, p 541 

so that the increase m agncultural output, if any, was small in 
the aggregate. Broadly speakmg, therefore, agriculture would 
seem to have lost its expansionary momentum in the Third Plan 
This has given a set-back to the entire economy National mcome 
in the aggregate mcreased by 2 6 per cent in 1961-62; the increase 
m 1962-63 and 1963-64 was 2 4 per cent and 4 3 per cent res- 
pectively In the first two years of the Plan, ;per capita national 
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income registered only a nominal increase There has been a 
contmuous upward pressure on pnces, larger food and cotton 
imports have had to be secured, and widespread concern has 
been felt as to the entire prospects of the Thud Plan In terms 
of the recent mdices of agricultural production, the average annual 
rate of growth over the last thirteen years or so works out to less 
than 3 per cent, which, clearly, is inadequate relatively to needs 
as well as potentialities 

TECHNIQUES OF AGRICULTURAL PLANNING 

The disappointmg results m agriculture raise a number of 
questions Is there anythmg wrong with the targets — aie they 
too high”? Are the mputs envisaged for the achievement of the 
targets adequate, and have they been forthcoming'? Are the 
various programmes being implemented effectively and with the 
requisite degree of co-ordination? Has the farmer the right in- 
centives and facilities'? These, in fact, are some of the questions 
underlying the “Third Plan Mid-term Appraisal” undertaken by 
the Plannmg Comimssion towards the end of 1963 These ques- 
tions cannot be dealt with here in any detail , they are far too 
complex to be answered definitively except on the basis of first- 
hand knowledge, backed by mtensive study and evaluation In 
the paragraphs that follow, only some broad considerations and 
approaches have been indicated 

Fust, as to the targets set for the plans They are based on 
the estimates of demand for the various agricultural products and 
of the achievements deemed feasible on the basis of the proposed 
levels of financial and orgamsational inputs Many uncertamties 
are involved m this estimation, as, indeed, m all projections re- 
garding trends and possibilities over a number of years But, 
planning for agriculture presents special difficulties because of 
the large numbers of small farmers through whom the targets 
have to be achieved. There are wide vanabihties in soil and 
dimatic conditions, in availabihty of irrigation and other facih- 
ties and, mdeed, in the levels of skdl and perseverance of the 
agricultural community in different parts of the country These 
techmcal and human aspects of the problem make it difffcult 
to get a close fit between the national and State-wise and local 
targets In fact, the national totals have remained msufffciently 
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broken down into district-wise and locality-wise targets, despite 
the efforts made to “plan from below” or to “reach out to the 
grass roots ” There is,, as yet no integral Ime between the national 
targets and the results being sought on the fields. 

The next question is as to the estimation and actual materia- 
lization of inputs In the task of estimating the required inputs, 
the practice has been to proceed in terms of “yardsticks” which 
give, on tjie basis of past experience, the relationship between 
the mput of, say, additional irrigation or fertilizer and the incre- 
ment in output that should result These yardsticks are inevi- 
tably broad indications only, and smce, in any case, over a large 
part of the country a major input, namely, ram, is a variable 
quantity, the resulting total output cannot be predicted with any 
great precision Further, a great deal depends on how far the 
different inputs are co-ordinated, both in terms of quantities and 
of timing, and this introduces a further element of uncertamty m 
agricultmal planning Finally, since the actual materialization 
of the inputs planned depends on the availability of supplies 
from elsewhere in the economy (as m the case of fertilizers), and 
on the adequacy of the machinery for distnbution, the analysis of 
shortfalls (or over-fulfilment) in achievements involves much 
more than an assessment of techmcal (or technological) relation- 
ships. 

In the Indian rural economy as it is at present organised, the 
targets set for each separate agricultural crop is, one might say, 
only a very rough indication of the results desired Their opera- 
tional significance is in terms of overall policies, such as the set- 
ting of maximum and minimum prices, the extension of institu- 
tional credit and the provision of scarce commodities like ferti- 
lizer or steel At the field level, the effort has to be to encourage 
greater production to the greatest extent possible without attempt- 
ing any detailed crop planning The acreage that comes under 
different crops de(pends essentially on the judgment of the farmer 
as to what will pay best. 

PRICE POLICY FOR AGRICULTURE 

Perhaps the most difficult question in the context of agncul- 
tural planning is the formulation of a price policy that would 
secure the broad pattern of increases m output envisaged m the 
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plans, consistently with the maintenance of overall price stability 
and the avoidance of irksome, and, for all except short periods, 
unworkable controls An mcrease in the output of a particular 
crop can usually be secured through the mcentive of a higher 
price This has been demonstrated clearly over the years for non- 
food crops, and it is reasonable to assume that the production 
of foodgrams would also show a fair, even if lesser, degree of 
responsiveness to price changes It is possible to argue that if 
agricultural output as a whole is to be raised substantially over 
the coming decade, the terms of trade, that is, the ratio of agn- 
>cultural prices to the pnces of other goods, should move in 
favour of the agriculturists Such an approach would be unsound 
and impracticable The relative growth rates required m the non- 
agricultural sector are higher than in agriculture, and the need 
IS to divert the surplus manpower from the rural areas to the 
newly developmg mdustries and services Increases in agricul- 
tural pnces affect the whole price structure, and even if one 
were to regard the adverse effects of continuing price rises on 
fixed mcome earners as of secondary importance, there is no 
escape from the utmost vigilance as to cumulative price rises and 
a senous inflationary threat to the whole economy In the main 
and essentially, then, the incentive for increased production has 
to come from the larger incomes resulting from productivity 
gains rather than from price gains Nevertheless, within this 
framework, fixation of maximum and minimum prices, stiategic 
stockpiling and purchases and sales in suitable areas to offset 
unduly sharp fluctuations in the prices received by the farmer 
‘can play a very helpful role in keeping up the appropriate incen- 
tives in the agricultural sector without detriment to the consumer 
and the overall interest of the economy Improvements in dis- 
tributional machinery through the setting up of co-operative 
agencies are an essential aspect of this policy But, then, such 
structural changes mvolve persistent and contimiing effort over 
a period and can rarely succeed once crisis conditions have 
begun to emerge 

THE TASKS AHEAD 

The increase in agncultural production secured in the first 
two Plans would indicate that, despite all the limitations of agn- 
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cultural planning in the Indian context the targets set were not 
unrealistic Serious doubts have, however, begun to be felt as 
to the attainability ot the accelerated increases in agricultural out- 
put postulated in the Thnrd Plan It is difficult to predict the 
levels of production that will have been reached by the end of 
the Third Plan, but the Planning Commission itself now takes 
the view that foodgrains production by 1965-66 would probably 
be around 92 million tons as compared to the target of 100 
million tons The Fourth Plan is m the early stages of formula- 
tion and the question again is what order of increase m agri- 
cultural output could be envisaged realistically over the period 
of those five years, viz, 1966-71 

It is obvious that the limiting factor is not on the demand 
side, but on the supply side The economy needs and will absorb 
all the additional output we can get The crux of the problem 
IS effective implementation of programmes that will produce the 
results desired This is not by any means a new truth, it has 
been stressed m the Third Plan document and m all discussions 
on the subject. An mtensification of effort m all directions is 
needed There have been shortfalls m the utilisation of irrigation 
water both in the Second and in the Third Plans The program- 
mes of fertilizer production have lagged seriously behind sche- 
dule. The quality of extension work has been below expecta- 
tions. Progress m consolidation of holdmgs has been madequate. 
Far greater effort is needed in respect of seed multiplication and 
distribution, soil conservation, the spread of improved agricul- 
tural techiliques and practices, and the creation of a new atmo- 
sphere of endeavour and hope in rural areas There might be ad- 
vantage in terms of practicality, of concentration of all such 
effort, to begin with, in areas which are judged to be the most 
favourable for showmg results. 

On the basts of current forecasts, the population of India 
will have increased to 555 million by 1971 and to 625 million 
by 1976 This poses a very serious challenge; it could reduce 
development to a continuously losing game. High levels of 
investment and of development effort generally will be needed 
over the next two Plans and more to keep the economy going 
forward at a reasonable pace. This will call for corresponding 
performance in agnculture There is no panacea; the battle has 



OBJECTIVES, TECHNIQUES AND ACHIEVEMENTS OF PLANS 563 

•» 

to be fought on the basis of a full mobihsation of eiffort and the 
continuous assessment and upgradmg of it in terms of the results 
achieved from year to year The Annual >Plans for agriculture 
have to become a reality and the machmery for implementing 
them, for sizing up the emerging difficulties and for securmg 
quick and ejffective adaptation of policies and programmes to 
them has to be greatly strengthened The need is not merely 
for administration but for organisation, leadership and^ follow-up 
action One could perhaps sum it all up by saymg that the 
Fourth Plan should have within it a three-year agricultural plan 
aimed, on the basis of a careful examination of all aspects of 
every major agricultural (and related industnal or other) pro- 
gramme, at overcoming the lags and deficiencies that have re- 
sulted m the agricultural stalemate of the first three years of the 
Third Plan There is, perhaps, no reason why an intensified “put 
the agricultural plan to the test” programme should not be taken 
in hand the earliest possible 



